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‘Here is Your Dividend” 


This is the pleasing title of a little brochure which 
we have been sending out to our many policyholders 
. . . and attached to each is the dividend of 12 1-2% 
. . . earned by their policies during 1930. 


So fortunate has this company been that, on certain 
classes of business, dividends have already been de- 
clared well into the Summer . . . payable from 
moneys already earned. 


It is these unfailing dividends . . . in good times 
and bad ... that has won us the loyalty of our 
policyholders. They are arguments for which our 
competitors can find no answer ... no “smoke screen” 
with which to confuse you. 


Has your automobile insurance company paid YOU 
any dividends? 


Our policy offers MORE FOR YOUR MONEY 
than any other Automobile Policy written today. 


NON-ASSESSABLE DIVIDEND PAYING 


MICHIGAN MUTUAL 
LIABILITY COMPANY 








Resources Dividends 
More Than Q OF, More Than 
$4,500,000.00 —_ Scauiean $3,500,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Tonia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Muskegon Owosso 
Alpena Toledo, Ohio 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 









































A splendid tradition of soundness and 
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stability is the heritage of every 


mutual fire insurance company. 
The MILL MUTUALS feel that this 


tradition 1s an asset of great 
and constant value. 


Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 
Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co... . . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co...... Des Moines, Iowa 
Millers Muiual Fire Insurance Co............ Harrisburg, Pa. 
Millers Mutual Fire Insurance Co......... Fort Worih, Texas 
Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......... Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co. . . Indianapolis, Ind. 


Millers National Insurance Co................. Chicago, Ill. 








The MILL MUTUALS are 


general fire insurance carriers. 




















MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 33 Chicago, Ill. 


A service organization maintained by the 


Mill Mutual. 
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BETTER INSURANCE FOR 
LUMBER DEALERS ON ALL 
PROPERTIES THEY OWN 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


— Gale & Stone, Boston Justin Peters, Philadelphia - 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 

The Martin General Agency, Seattle, Denver, San Francisco, 

Los Angeles, Vancouver, Portland, Spokane. 
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HONORABLE JOHN C. KIDD 


Commissioner of Insurance of Indiana 





Commissioner KIDD took office at the beginning of 1931 and has successfully applied 
his long experience in the insurance business to the solution of the problems which have con- 
fronted his administration. He has a wide knowledge of insurance matters, having been in the 
business with various agencies since 1896. He has acted as special agent for casualty lines and 
also as an independent adjuster for fire companies. He is of genial personality and popular among 
his associates. 
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Typical Scene tn the Alps of Switzerland, where Elementary Hazards Are as Abundant as the Scenic Beauties 


Elementary Loss Insurance 


Persistent Demand for Wider Coverages In Old World Has Led to 
Various Attempts to Meet the Need by Establishing State Funds 


F late years the (by no means 

novel) idea of a more or less 

comprehensive insurance 
against elementary being 
broached in quarters with most di- 
vergent aims and interests, has been 
discussed and partly also put into 
practice with signal success in many 
different parts of the world. An Ital- 
ian state insurance institute for the 
purpose of indemnifying elementary 
losses is being planned, a Norwegian 
commission has taken up the study 
of insurance against losses due to ele- 
mentary forces, both in Switzerland 
and in Soviet Russia universal insur- 
ance against elementary losses is now 
in operation, and within the League 
of Nations initial or preliminary steps 
towards it are noticeable. 


losses, 


These new departures of the latest 
insurance evolution cannot surprise 
those who keep track of the interna- 
tional insurance development and 
realize the trends prevailing in it. 
Since insurance has been successfully 
a plied for centuries past to a num- 
ber of elementary losses, such as ma- 
rine, fire, lightning, hail, thunder- 
storm losses, it appears no more than 
consistent that coverage of the re- 


By PROF. DR. ALFRED MANES 


Berlin, Germany. 


maining elementary losses by insur- 
ance should have been considered. 
Since the conclusion of the world-war 
an intensive movement towards ra- 
tionalizing and concentrating con- 
cerns and towards simplified opera- 
tion of individual concerns has pre- 
vailed in the insurance business and 
this almost automatically leads to an 
effort to produce a sort of universal 
standard policy against elementary 
losses. Similarly, however, as in 
other fields of insurance even the 
adoption of mere combination policies 
often met with considerable resistance 
—largely due to the inherent inertia 
and continuity of many insurance 
branches and enterprises—so even 
stronger opposition has been notice- 
able in quite a number of countries 
against standard policies and especial- 
ly against the development and gen- 
eral adoption of a uniform and com- 
prehensive standard insurance against 
elementary losses. This very fact, 
however, makes it particularly in- 
structive to briefly review how this 
experiment was put into actual opera- 


tion in the above mentioned countries, 
a matter which has almost completely 
escaped general notice. 
SSK 

N Switzerland the canton of Ap- 

penzell established a comprehen- 
sive insurance against elementary 
losses through the law of April 27th, 
1930. One of the reasons explaining 
why just this little country should 
have become a pjoneer in this field 
may be found in the geographical 
peculiarities of the canton of Ap- 
penzell. It is a country of mountains 
and hills and its settlements, forests, 
and especially its plantations of fruit 
trees are frequently visited with rough 
and stormy weather. While there are 
no great rivers in the canton, long 
and heavy rainfalls are frequent and 
the swollen brooks will cause land- 
slides and other damage from the 
floods resulting in considerable loss. 
Other cantons in Switzerland are 


similarly situated, and as partly com- 
pulsory fire insurance by the govern- 
ment has long since been established 
in many of them, it can be easily un- 
derstood that the inhabitants suffer- 
ing losses due to elementary forces 
other than fire were persistent in their 
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demand that indemnities for such 
other elementary losses should be in- 
cluded in the policies of the govern- 
ment insurance institutes. While they 
failed to obtain coverage of these 
risks by the insurance, yet their ef- 
forts resulted a number of years ago 
in the creation of public relief funds. 
Especially was such a fund estab- 
lished by the canton of Appenzell in 
1922. Its purpose was to grant ben- 
efits to owners of buildings, grounds, 
and plantations for damage done to 
such property as a result of thunder- 
storms, freshets, earthquakes, ava- 
launches, falling rocks or landslides. 
In emergency cases indemnities were 
provided also for loss of movable 
property and cattle, caused by such 
events. Membership in this relief 
fund was compulsory for every owner 
of real estate. Each of them had to 
pay a premium of 1 rappen (=1/100 
Swiss franc) for each 100 frances 
worth of their respective properties ; 
in the event of a loss 200 francs of 
it was charged to the property owner. 
The benefit amounted to 20% to 50%. 
Since the fund has proved useful in 
meeting quite a number of disasters, 
it can readily be understood that the 
movement to convert the relief into 
insurance, charity into a definite legal 
claim, was joined by a steadily in- 
creasing number of supporters. In 
the first place, the law governing the 
insurance of buildings was extended 
to include within definite financial 
limits indemnities for damage to 
buildings, caused by elementary 
forces other than fire; the problem 
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concerning elementary damage to 
grounds and plantations, however, 
proved less easily amenable to a satis- 
factory solution. In this respect the 
long looked for relief came only 
through the law which went into ef- 
fect on January 1st, 1931. 


HE now existing Appenzell in- 

surance, which has been made 
compulsory for all owners of real 
estate, indemnifies “the owners of 
buildings and grounds who shall suf- 
fer loss of their properties, due to 
hurricanes, high water, floods, land- 
slides, caving-in of grounds, falling 
rocks, avalanches, also damage to 
buildings, due to weight of snow and 
from hailstorms’—it being provided 
that fruit-trees, vines, and vegetable 
plantations shall be considered as 
constituent parts of the grounds and 
therefore included in the insurance, 
whereas forest-trees up to the pres- 
ent are not. Excluded are the earth- 
quake risk and damage to window- 
panes, for the coverage of which plate 
glass insurance now exists. On the 
basis of present experience the insur- 
ance against elementary losses does 
not include roads, streets, bridges, 
railway tracks, weirs and dams in 
rivers. The premiums, which are col- 
lected together with the dues for the 
fire insurance on buildings, amount to 
2 rappen (2/100 of a Swiss franc) 
for each 100 francs worth of the 
market value of the respective prop- 
erty. In the event of a loss the in- 
sured first retains 100 francs worth 





of it for his own account; even be- 
yond that, however, the loss is not 
made good in full but instead 80% 
indemnity is paid in the case of build- 
ings, and 50% for damage to grounds 
and plantations, the idea being that 
under no circumstances shall the in- 
terest of the insured be lessened in 
keeping his property in good condi- 
tion. The question as to whether the 
present high self-retention shall be 
reduced is to be decided on the basis 
of future experience. The insurance 
office is managed free of charge by 
the fire insurance institute of the can, 
ton. In addition to this, the cantonal 
government has signified its willing- 
ness to grant a subsidy of up to 
10,000 franes per year if the Swiss 
Federal Government also decides to 
pay a subsidy, a federal law to that 
effect being looked for, since a new 
and important source of income has 
been provided for the Confederation 
of Switzerland through the admission 
of gambling enterprises. 

By means of a subsidizing policy 
on these lines the federal government 
expects to induce the other cantons 
to follow the lead of Appenzell. It 
is particularly confident of such an 
outcome because preliminary stages 
towards a general insurance against 
elementary losses—so far in the shape 
of relief funds—have been in exist- 
ence in the canton of Glarus since 
1789, in the canton of St. Gall since 
1803, and in the canton of Graubun- 
den since 1849, while in modern times 
indemnities for property losses due 
to elementary forces other than fire 
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All the Elementary Hazards Are by No Means in Switzerland, as Witness This Disaster in America 




















Railroad Engineering Is a Constant Battle 


have been provided to a certain ex- 
tent by the fire insurance legislation 
in a number of cantons. 
gate 
N Soviet Russia compulsory in- 
surance covering the property of 
all state, communal, and co-operative 
organizations against all risks from 
elementary forces has been initiated 
by a decree of September 4th, 1929, 
on a very large scale. Real estate, 
merchandise, and supplies are cov- 
ered by this insurance against fire, 


lightning, any kind of explosion, 
short circuit, floods, earthquakes, 


rain, thunderstorms, hail, hurricanes, 
slippery ice, landslides, and caving-in 
of grounds. Agricultural products 


are insured against moisture and 
trost in addition to hail. In Soviet 


Russia too, self-insurance on the part 
of the property owners has been 
adopted except in a very few in- 
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with Natural Forces 


stances, amounting to 25 roubles, and 
of 200 roubles for losses caused by 
floods, rain, and electricity. Among 
others, streets, railway tracks, under- 
ground pipe-lines, monuments, for- 
ests, bridges, dams, dikes, canals are 
exempt from insurance. On the other 
hand, the insurance covers the full 
value of commodities without deduc- 
tions for wear and tear. Here, then, 
we have new value insurance on a 
most comprehensive scale. The rate- 
making system is extremely primi- 
tive. Very scant consideration is given 
to risks of individual property own- 
ers. As a matter of course, consider- 
ing the short time this system of in- 
surance has been in operation, no in- 
formation is as yet available as to 
what the experience has been so far 
with this universal standard insur- 
ance against elementary risks. 

In conclusion we may point to the 
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measures of relief recommended as 
early as in 1924 by the General Coun- 
cil of the Red Cross and organized by 
the League of Nations, since this 
movement may perhaps be character- 
ized as a preliminary step towards in- 
ternational insurance against disas- 
ters. Repeated suggestions to the ef- 
fect that the League of Nations 
should refer the question of a “ra- 
tional” development of this most 
noteworthy scheme to an _ interna- 
tional forum of practical and theoret- 
ical insurance experts have so far 
been ignored. 

Apparently, however, the time has 
now come and the interest of the in- 
surance business requires that the 
problem of a universal and uniform 
standard insurance against elementary 
losses should be carefully looked into 
by the insurance fraternity; for it is 
safe to assume that insurance men 
generally are anxious to prove in this 
respect, as they have done in others, 
that private push and enterprise is 
more efficient than government , ini- 
tiative. 

The Distinguished Author of the 

Above Article 

ROFESSOR Dr. Alfred Manes* is in 

the old world universally looked to as 
an authority on the science of insurance, 
and in this country his works are much ad- 
mired and studied, particularly in the uni- 
versities and colleges and by the technical 
staffs of large insurance companies. 

His educational equipment includes study 
in Munich, Strassburg, Gottingen and 





PROF. DR. ALFRED MANES 


London, and he is now a professor in the 
School of Commerce of the University of 
Berlin. 

He is and has been for many years one 
of the busiest men in Europe, always asso- 
ciated with the activities of organizations 
having to do with industrial science, with 
special reference to insurance. His travels 


have been extensive and for a considerable 
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period he spent much time in Eastern Asia, 
South Sea Islands, New Zealand and Aus- 
tralia. In the two latter countries he was 
engaged as a government expert on indus- 
trial matters. Later he was the author of 
several books on his observations in those 
sections of the world. 

He has had the honor of being the Gen- 
eral Secretary of the Society of Insurance 
Science, the Director of the Economic- 
Social-Political Section of the German 
League for the League of Nations, Mem- 
ber of the International Committee for 
Social Reform, and the International Labor 
League for the League of Nations, as well 
as holding official positions in various other 
business and philanthropic organizations. 

For 27 years he has been editor of the 
Magazine of Insurance Science and _ his 
writings embrace a general book on The 
Principles of Insurance, a text book on the 
Science of Commerce, and various volumes 
on the war activities of nations, and states- 
manship. He is now engaged in producing 
a three-volume treatise on The Nature of 
Insurance, the first of which has been 
published and has had five printings. 

*We follow the German custom of using a 
double title where a man’s honors deserve it. 


Alabama Retaliatory 


Law Unconstitutional 
HE retaliatory provision of the 
insurance laws of the State of 

Alabama has been declared uncon- 
stitutional by the Alabama Supreme 
Court. The statute was held to be 
violative of both the Alabama and the 
Federal constitutions. 

The section in question is Section 
8363 of the Code of 1923 (Section 
4571 of the Code of 1907). It reads: 

“Whenever the existing or future laws 
of any other state of the United States 
shall require of the insurance companies 
incorporated by, or organized under, the 
laws of this state, or the agents thereof, 
any deposit of securities in such state for 
the protection of the policyholders, or 
otherwise, greater than the amount re- 
quired for similar purpose from similar 
companies of other states by the then exist- 
ing laws of this state, then, in every such 
case, all companies of such states establish- 
ing or having heretofore established an 
agency or agencies in this state, shall make 
the same deposit for alike purpose with the 
treasurer of the state, and shall pay into 
the treasury of this state the taxes, fines, 
penalties, license fees, or otherwise, an 
amount equal to the amount of such 
charges and payments imposed by the law 
of such state upon companies of this state 
and the agents thereof.” 

This section was the subject of two 
opinions by the Attorney-General’s 
office in recent years. On March 10, 
1927 the Attorney-General ruled that 
this provision acted as a general re- 
taliatory law and was operative as 
to all foreign insurance companies. 
Then, on May 12, 1928 the Attorney- 
General published the opinion that 
the section operated at a retaliatory 
provision only in cases where the 
foreign company was domiciled in a 
state which required Alabama com- 
corporation of this state is taxed in some 
panies to make a deposit of securities, 
and that in every such case retaliation 
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would be effected as regards deposits, 
taxes, fees and all burdens. The sec- 
ond ruling was considerably narrower 
than the first. 

a a at 


HE Firemen’s Fund Insurance 

Company is a California corpo- 
ration doing business in the State of 
Alabama. The laws of California 
require foreign insurance companies 
to deposite a bond or securities in 
the amount of $20,000 with the in- 
surance commissioner. Alabama re- 
quires no deposit by foreign com- 
panies under the general laws. The 
premium tax rate on foreign com- 
panies in California is 2.6% on gross 
receipts. The tax rate in Alabama 
is 1.5%. on foreign fire companies. 
The state of Alabama assessed the 


Firemen’s Fund Insurance Com- 
pany at the California rate on 
business done in the state in 1928. 


The company refused to pay and an 
action was brought for delinquent 
taxes. 

The case is entitled “State of Ala- 
bama vs. The Firemen’s Fund Insur- 
ance Company.” It was tried in the 
Circuit Court at Montgomery. There 
was a finding in favor of the Insur- 
ance company and the state appealed. 
The Supreme Court of Alabama af- 
firmed the decision of the lower court 
on May 29, 1931. The opinion is by 
Justice Sayre. 

On the question of violation of the 
State Constitution it was held: 

“The question here presented is identical 
in every essential particular with that con- 
sidered in Clark vs. Port of Mobile, 67 
Ala. 217, in which it was held that the 
necessary and practical effect of the stat- 
ute, then in every substantial particular 
the same as it is now, was to authorize 
the legislature of the State of California 
to fix the amount of the license tax to be 
required by this state of insurance com- 
panies, organized under the laws of that 
state and doing business in Alabama, 
thereby in effect legislating for this state, 
that is, fixing by law the amount which 
this state shall demand of California cor- 
porations for doing business in this state. 
This cannot be, for, as the court said in 
the case to which we have referred, if the 
lawmaking power of California should 
modify, amend or repeal its revenue law 
in the respect here pertinent, ipso facto 
such legislation would modify, amend or 
repeal the law of this state. ‘This,’ said 
the Court in that case, ‘cannot be, for it 
would be confiding to a foreign jurisdiction 
that legislative discretion with the general 
assembly of Alabama are constitutionally 
bound to exercise themselves, and which 
they cannot delegate or commit to another.’ 
That case was approved by the Court of 
Appeals of Kentucky in Western and 
Southern Life Insurance Company vs. 
Commonwealth, 133 Ky. 292, in which the 
Court said: ‘To allow one person to be 
taxed at one rate and another at a dif- 
ferent rate, not because of any other fact 
than to retaliate for the mode in which a 
other state, is to lose sight entirely of the 
fundamental idea of equality in public 
burdens aimed at in our constitution.’ ” 





HE Court cites Hanover Fire In- 

surance Company v. Harding, 
272 U.S. 494, decided by the United 
States Supreme Court in support of 
its conclusion that the section in ques- 
tion denies to foreign corporations 
equal protection of law. The court 
concludes : 

“We accept, of course, the decision of 
the Supreme Court of the United States 
as to a federal question. We are of the 
opinion also that the decision of this court 
in Clark vs. Port of Mobile, supra, is sound 
for the reason there assigned. It would be 
an anomoly, to say the least, if insurance 
companies, coming from forty-seven states, 
each having its own system of taxation by 
which, it may be, the requirements of the 
state are in excess of—or, for that matter 
less than—the requirements of this state, 
should be required, or have the right, to 
do business in this state upon the same 
terms and conditions as in the state of 
their incorporation. There could be no 
equal protection of the law in an arrange- 
ment of that sort.” 

Sea 


Abington Mutual Has 


75th Anniversary 

HE Abington Mutual Fire In- 

surance Company of Abington, 
Mass. has just passed its 75th mile- 
stone of history. An artistic brochure 
dealing with the history of the com- 
pany was issued to commemorate the 
event. In this attractive booklet many 
highlights in the career of this mu- 
tual are dealt with, and those who 
are interested can doubtless secure 
a copy by addressing the secretary. 

It is notable that the present officers 
and members of the Board are nearly 
all men of exceptionally long experi- 
ence in dealing with the Abingtons 
affairs, these being, with date of their 
election as follows: 

Isaac C. Howland, President (May 
6, 1898) ; Edgar H. Thompson, Vice- 
President (January 28, 1916); Al- 
fred H. Nash, Secretary (May 6, 
1898) ; William A. Robbins, Assistant 
Secretary (January 26, 1923); 
Charles W. Howland, (April 15, 
1870); Isaac C. Howiand, (January 
18,18884) ; Alfred H. Nash, Janu- 
ary 15, 1904); William C. Brett, 
(January 21, 1910); Henry W. 
Chandler, (January 21, 1910) ; Edgar 
H. Thompson, (January 20, 1911); 
Frank E. Perkins, (January 21, 
1916); Albert F. Barker, January 
19,1917) ; Leon S. Fairbanks, (Janu- 
ary 18, 1918); H. Loring Jenkins, 
(January 28, 1921). 
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3411 Years of Mutual Success 


The age of the seventy-three mu- 
tual carriers comprising the Federa- 
tion of Mutual Fire Insurance 
Companies aggregates 3411 years. 


The average age of the companies is 
4634 years. 
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Romance of Mutual Insurance 


Development of System of Protection By Policy Holders In Their Own 
Behalf Closely Linked with Historical Events and Famous Men 


N January 17, 1752, Benjamin 
(): Franklin celebrated the forty- 

sixth anniversary of his birth. 
The day was Friday, usually a busy 
one in any business week, and it is 
doubtful whether the manifold enter- 
prises in which the energetic Benja- 
min was then interested gave him 
much, if any, time in which to reflect 
upon his past life and its accomplish- 
ments. If, by chance, he did devote 
an hour to retrospection he must, 
himself, have been amazed at the 
number of undertakings with which 
he had been identified during the 
twenty-six years following the at- 
tainment of his majority. He must, 


By J. M. EATON 
SECRETARY NATIONAL ASSOCIATION OF MUTUAL 
CASUALTY COMPANIES 
of course, have recalled his fifteen 
years of busy service as clerk of the 
General Assembly. That position he 
had relinquished only the year before, 
probably with a view to relieving him- 
self to some extent of public duties 
and affording more time for develop- 
ment of the educational and intellec- 
tual pursuits which more strongly ap- 
pealed to him. He must undoubtedly 
have set down in his mental tabulation 
his fifteen years of service as Post- 
master of Philadelphia, which service 
was to continue, yet another year, un- 
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til his appointment as Deputy Post- 
master General for the Colonies. 
Without question he must have re- 
called, and with some glow of pride, 
his success in organizing and financ- 
ing the then recently opened Acad- 
emy in the city of his adoption, little 
dreaming that this would later become 
one of his country’s great universities 
and stand for centuries as a monu- 
ment to his foresight. With an equal 
glow of pride he must have reflected 
upon the organization of the “Junto” 
or Leathern Apron Society which had 
afforded an outlet and tr: lining g ground 
for so many children of his brain 
and out of which had grown the 
American Philosophical Society, then 
almost ten years old. During the hour 
of this mental review he must, also 
have recalled his success in having 
demonstrated the identity of light- 
ning with electricity and given some 
thought to that first of his projects 
of a public nature—the organization 
of the Library Company of Philadel- 
phia—to whose instrument of associa- 
tion he was the third signer. Upon 
these and other accomplishments -he 
must surely have reflected and then, 
naturally, his mind must have turned 
to that newest undertaking to which 
he, as the foremost private citizen of 
the city, was then giving attention. 
In 1730 a great fire, which broke 
out at Fishbourne’s Wharf in Phila- 
delphia, has promised to destroy the 
entire city and was, with considerable 
difficulty, finally brought under con- 
trol. This fire threatening, as it did, 
the consumption of every building 
within the city, served to rekindle 
memories of the great London Fire 
of some years before and in striking 
fashion impressed upon the Colonists 
the necessity for some means of meet- 
ing what Franklin himself termed 
“beginning conflagrations.” 
thereafter, as a result of 
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Franklin’s initiative and activity, the 
Union Fire Company—Philadelphia’s 
first volunteer fire fighting organiza- 
tion—came into existence. This was 
followed by the organization of other 
volunteer companies; all effective 
within the limitations imposed by the 
lack of equipment and an ample water 
supply. However, as the city grew, 
the fire hazards increased. While 
l‘ranklin had, upon occasion, pointed 
out the necessity for greater care in 
dwelling house construction and had 


in a written communication urged 
that care be taken to the end that 


“none of the wooden work of one 
room communicates with the wooden 
work of any other room and all the 
floors and even the steps of the stairs 
are plastered close,” the financial 
losses following the occurrences of 
fires had become so numerous and 
heavy as to demand the formulation 
of some plan whereby the money 
losses of the property owners might 
be minimized. As I have already 
pointed out, Franklin had been en- 
gaged in many civic enterprises and 
projects having for their purpose the 
material as well as the intellectual 
benefit of the Colonists. He was at 
this period a successful man, who had 
but recently relinquished active work 
in the printing business which bore 
his name and was considered by the 
citizenry as having retired. Later, in 
commenting upon this period of his 
life, he said: “The public, now con- 
sidering me a man of leisure, laid 
hold of me for their purposes, every 
part of our civil government and al- 
most at the same time, imposing some 
duty upon me.” It was natural, there- 
fore, that he was turned to as the log- 
ical person to devise ways and means 
of meeting a growing evil which 
might in time become so great as to 
threaten the financial standing and 
credit of a great number of the free- 
holders. 


N considering plans for meeting 

the situation which confronted 
him, l’ranklin consulted with the rep- 
resentative business leaders of the 
city and with those holding official 
positions. All were convinced of the 
necessity of some scheme for bring- 
ing about financial security against 
loss by fire. All were impressed, too, 
with the sound economic principles 
upon which Franklin had builded his 
own business career. These he now 
proposed as a basis for the formation 
of a company, to whose articles all 
those interested might subscribe, and 
into the coffers of which the prudent 
and wise might make periodical con- 
tributions for the creation of a fund 
to secure them, in part, against losses 
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growing out of fires not occasioned 
by their own wilful acts. 

It has never been contended that 
the idea of mutuality in business un- 
dertakings was original with Franklin 
and it seems very certain that at the 
time he and his contemporaries were 
considering the organization of a 
company he was familiar with the 
still earlier history of mutual insur- 
ance. His keen interest in all under- 
takings of a business nature and his 
manifold duties with respect to nu- 
merous economic projects must have 
brought him within an understanding 
distance of the various agencies which 
had come into existence in England 
following the great London Fire of 
1666. He was probably much more 
familiar than we with the fact that in 
1667, Dr. Nicholas Barbon had es- 
tablished in London a “one man” 
office for insuring houses and build- 
ings and that the plan, having been 
found unsatisfactory, was abandoned 
by Barbon in 1680, at which time he, 
with several other men, organized a 








new project which they styled “The 
Fire Office.”” “The Fire Office” was 
the forebear of what we now know 
as the joint-stock company aid in ad- 
dition to conducting the business of 
insurance, it employed a brigade of 
men whose duty it was to extinguish 
fires occurring in properties under the 
protection of the “office.” Four years 
later in 1682 “The Friendly Society” 
began business on the mutual plan, 
which plan was but the evolution of 
the still older schemes of the early 
Guilds. It seems almost unnecessary 
to state that the formation of “The 
Friendly Society” met with the vig- 
orous opposition of “The Fire Office.” 
After “The Friendly Society” had 
been in business two years the “Fire 
Office” attempted to stifle the compe- 
tition by soliciting from the Crown a 
patent for the exclusive privilege of 
conducting a fire insurance business 
for a period of thirty-one years. Upon 
this matter several hearings were held 
and finally on December 16th, 1687, 
there was published a Royal Decree 





Franklin in Conference with Jefferson and Others of His Compatriots 















which set forth that, “His Majesty 
in Council, having fully considered 
what was alleged * * and it appearing 
to the Board that the way of Ensur- 
ing Houses by the Friendly Society 
is of more benefit and satisfaction to 
the public than by ‘The Fire Office,’ 
His Majesty is graciously pleased to 
declare his pleasure that Letters Pat- 
ents be granted * * * for carrying on 
their method of ensuring Houses 
from Fire.” This action by the Crown 
threatened the ruin of “The Fire Of- 
fice’ and it was therefore ordered that 
letters patent be granted also to the 
latter and there was devised a scheme 
whereby the competing organization 
might write only during alternate pe- 
riods of three months each. By this 
method the first stock company was 
enabled to exist for a time against the 
competition of the first mutual, but 
after a six year struggle against the 
more attractive plan of the latter it 
surrendered and re-embarked upon 
the mutual plan; being the first but 
by no means the last joint-stock com- 
pany to feel the force of public opin- 
ion and mutualize. In this connection 
it is well to remember that while both 
of these offices conducted a system of 
mutual insurance, the profits went, 
not to the members, but to the several 
proprietors and that it was not until 
1696 that the first purely mutual com- 
pany, the Amicable Contributionship, 
later called “The Hand in Hand,” 
was established. 


With all of these facts Benjamin 
Franklin was, without question, fa- 
miliar and we have every reason to 
believe that in the consideration of a 
plan suitable to the needs of the Col- 
onists he and his associates profited 
by the mistakes which had occurred 
in the development of these earlier 
undertakings, 


In all probability a number of con- 
ferences were held to work out the 
details of the plan but finally, on 
February 18th, 1752, there appeared 
upon the pages of Franklin’s ‘ Penn- 
sylvania Gazette” a notice calling at- 
tention to the fact that ‘all persons 
inclined to subscribe to the articles of 
insurance of houses from fire in or 
near the city are desired to appear at 
the court house where attendance will 
be given to take in their subscriptions 
every seventh day of the week in the 
afternoon until the 13th day of April 
next, being the day appointed by the 
said articles for electing twelve di- 


rectors and a treasurer.” Apparently 


a considerable number of persons 
WERE interested for on the 13th 
day of April the meeting, of which 


notice had been given, was held and 


there was elected a treasurer and 
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One of the Early Policies of the Mutual Assurance Soctety 


twelve directors, all being men active 
in the business affairs of the city. 
OOD 
OLLOWING the election, the 
Board of Directors immediately 
organized by selecting Franklin as its 
Chairman. This done, the company, 
styled the “Philadelphia Contribu- 
tionship for the Insurance of Houses 
from Loss by Fire” was ready for 
business. In that period the articles, 
or by-laws, of the company were 
known as the “Deed of Settlement” 
and were engrossed on a strip of 
parchment some fifteen feet in length. 








To this each insurer was required to 
affix his signature and seal. James 
Hamilton, Lieutenant Governor of 
the Province of Pennsylvania, by vir- 
tue of his official position, was the 
first to grasp the quill and affix his 


signature. Benjamin Franklin, the 
leading citizen and foremost pro- 
moter of the enterprise, then in- 


scribed, with all the hooks and flour- 
ishes with which we have become so 
familiar, HIS signature, after which 
the feathered quill passed to the hands 
of less important subscribers. Today 
this company with its somewhat cum- 





12 


bersome name continues its business 
in the City of Philadelphia in a build- 
ing, erected for its own use almost a 
hundred years ago, in which may be 
viewed a collection of documents 
identified with the early history of 
the undertaking, including the orig- 
inal deed of settlement bearing, in a 
good state of preservation, the signa- 
tures of Franklin and his contempo- 
raries. Thus came into being Amer- 
ica’s first insurance company whose 
mutual plan of operation was so care- 
fully thought through by its founder 
as to make it a bulwark of financial 
strength and the model upon which 
future generations were to build. 
These same mutual principles were 
later adopted in the organization of 
other mutual fire insurance companies 
and when the first casualty insurance 
company in America came into exist- 
ence a hundred and thirty-five years 
later it, too, was a mutual, following 
the same principles and plan which 
had guided Franklin and his far-see- 
ing associates. 

The existing records of the early 
insurance companies in America teem 
with items of such a romantic nature 
as are seldom encountered in the pres- 
ent day. 

In those early days each fire com- 
pany supplied its policyholders with 
what was known as a fire mark. This 
was in reality a leaden plate bearing 
in bas-relief a design peculiar to the 
company supplying it. This was 
nailed or otherwise attached to the 
front of the dwelling house, or other 
building insured by the company, 
thus indicating to the passerby both 
that the insurance company itself had 
an interest in the property and that 
the owner of the building was a pru- 
dent individual who was protecting 
himself against financial loss in event 
of fire. The earliest of all pure mutual 
insurance companies organized in 
england in 1696 furnished a mark 
which bore in bas-relief a pair of 
clasped hands above which was im- 
posed a crown. Thus the company 
was known as the “Hand in Hand.” 
As new companies were formed many 
adopted for their fire marks designs 
similar to that of the first English 
company. This precedent was fol- 
lowed by the Philadelphia Contribu- 
torship, which caused to be designed 
a mark consisting of two pairs of 
clasped hands in the form commonly 
referred to as “Jacob’s Chair.” Thus 
the Philadelphia company, being the 
first in America and having such a 
fire-mark, also came in time to be re- 
ferred to as the “Hand in Hand” and 
is, until this day, commonly known 
among insurance men by that title. 
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Even as is the case today, the di- 
rectors of this earliest of American 
companies gave very close attention 
to the affairs of the undertaking. Fre- 
quent and regular meetings were held 
at which time the directors passed 
upon the desirability of the risks of- 
fered for insurance and gave their 
approval to the various details of con- 
ducting the business. For instance no 
amount of money, however small, was 
permitted to be paid out by the Treas- 
urer until each of the entire number 
of directors had personally signed the 
warrant. 


In those early days the Treasurer 
was the most important officer of the 
company, being the actual custodian 
of the funds and securities. These 
were kept in a ponderous iron chest, 
of the style of the period, secured 
with a quaint hand wrought lock into 
which fitted a heavy key some four 
and one-half inches in length. For 
the proper safe guarding of the assets 
of the company the Treasurer was 
required to maintain his residence in 
the building of the office of the com- 
pany and he carried, within a chamois 
case in his pocket, the key to the iron 
box. His absence from the building 
for even as much as a single night 
was forbidden except with the formal 
permission of the Board of Directors. 

>oO< 

T the first meeting of the Board 

of the Contributorship all save 
one of the members were present. It 
was agreed that each member of the 
Board should pay a forfeiture of one 
shilling for not meeting precisely at 
the hour appointed and two shillings 
for total absence. Following the 
adoption of that resolution they ad- 
journed to meet upon the 16th instant 
at Widow Pratt’s, at four o’clock in 
the afternoon, the Widow Pratt, at 
the time, being the proprietress of 
“The Royal Standard” tavern in 
High Street. In fact for many years 
the Directors met at one or another 
of the many taverns then in Philadel- 
phia. Among these the minutes men- 
tion the “Golden Fleece,” “The Sign 
of the George,” and after the war of 
the Revolution, “The Conestoga 
Wagon” kept by Samuel Nicholas in 
Market Street near Fourth. An in- 
teresting exhibit carefully preserved 
in the archives of the company is the 
bill rendered by the host of the “Con- 
estoga Wagon” for the food and 
drink consumed by the Board at its 
meeting on August 5th, 1783. There 
were present at that meeting eleven 
Directors. They ate eleven suppers, 
washed down with punch, toddy, ma- 
deria and porter. lor the eleven the 
food cost one pound, thirteen shillings 





and the liquors two pounds, four 
shillings, nine pence. Another inter- 
esting exhibit is the clerk’s account of 
fines received from Directors for 
lateness and absences between April 
9th, 1753 and April 8th, 1754. Seem- 
ingly unwilling to take second place 
in any enterprise, Benjamin Franklin 
headed this list and made the largest 
contribution of one pound, five shil- 
lings. The total amount of fines thus 
levied against the twelve Directors, 
each of whom had upon one or more 
occasions been late or absent, totalled 
eight pounds, four shillings, from 
which the clerk, Joseph Saunders, 
was obliged to deduct one pound, 
fourteen shillings charged against Di- 
rector James Logan who flatly re- 
fused to pay. Thus the net receipts 
from this source amounted to but six 
pounds, ten shillings, out of. which 
there was allowed to Joseph Saun- 
ders, the clerk, four pounds, five 
shillings by way of reimbursement 
for sums spent in providing fire, can- 
dles, wine and punch for the seven- 
teen meetings held in that year. It 
was then voted that the remaining 
five pounds, three shillings be used in 
“repairing and cleaning fire buckets 
and providing new buckets to the 
twelve city watchmen for the sentry 
boxes.” At the meeting of the Direc- 
tors on February 17th, 1761, it was 
found that the fines for tardiness and 
absences had accumulated to a tidy 
sum and the directors then and there 
agreed it should be expended in pur- 
chasing “stones to be erected on the 
road leading from Philadelphia 
towards Trenton, the distance of one 
mile from another, with the number 
of miles from Philadelphia to be cut 
in each stone.” Directors Thomas 
Wharton and Jacob Lewis were re- 
quested to contract for the purchase 
of these. This committee following 
its instructions, caused to be cut some 
thirty-one of these milestones but it 
was not until the 15th of May, 1764, 
that the committee started from Front 
and Market streets at five o’clock in 
the morning accompanied by the Sur- 
veyor General of the Province to 
plant these markers at a distance of 
every mile on the road to Trenton. 
Eventually the Delaware River was 
reached and the committee found, to 
its surprise, that they had two stones 
remaining. These two, numbered 
thirty and thirty-one, were then given 
to be planted on the Jersey side of 
the road leading on to New York. 


Among the records of this oldest 
of American insurance companies 
may be viewed the survey written in 
longhand made at the request of Ben- 


(Continued on Page 23) 
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Insurance Commissioners’ Meeting 


Gathering of State Executives at Stevens Hotel in Chicago Considers Many 
Questions, Cheif of Which Was the Matter of Compensation Rates 


© better demonstration of the 

high regard in which the Insur- 
ance Commissioners of the country 
are held could be had than the interest 
taken in the National Convention of 
these state executives. Although the 
gathering at the Stevens Hotel on 
June 15th, 16th and 17th, was in the 
nature of committee meetings yet its 
importance was emphasized by the 
presence of commissioners represent- 
ing thirty-eight states embracing 
widely distributed sections of the 
nation. 


It is observed that where commis- 
sioners meet there come the high rank- 
ing men in the insurance business also. 
Even at this smaller occasion a large 
number of celebrities of the insurance 
world were on hand as observers of 
the proceedings. 


Among others the Mutuals were 
represented by H. G. Kemper of the 
Lumbermens, Chase Smith of the 
National Retailers, J. W. Bucking- 
ham of the Millers of Alton, Walter 
E. Otto of the Michigan Mutual Lia- 
bility, and Roy E. Wheeler of the 
Liberty. 

Routine business was the burden of 
the first hours on the 15th, together 
with the hearing of petitions and pa- 
pers submitted variously. 


The one incident exciting the most 
interest was the statement by the Na- 
tional Council on Compensation In- 
surance, the object being to present 
the unusual conditions existing in the 
compensation field and to request im- 
mediate aid in meeting this emer- 
gency. The petition is quoted in full 
below. 


Memorandum re Workmen’s Compensa- 
tion Rate Situation 


© the National Convention of 
Insurance Commissioners: The 
casualty insurance companies writing 
workmen’s compensation insurance 
are facing a critical situation in that 
line of insurance. On top of a heavy 
underwriting loss in each of the last 
eight years they are confronted with 
conditions which are bound to cause 
an even greater loss during the cur- 
rent year. The situation is not con- 
fined to a few states, but is country- 
wide. It presents a real and serious 
emergency. The companies must 





secure immediate relief through in- 
creased rates in practically every com- 
pensation state in the country. Be- 
cause of the need for concerted action 
by all supervisory officials in the pres- 
ent emergency, this memorandum is 
addressed to the June meeting of the 
National Convention of Insurance 
Commissioners. 








HON. JESS G. REED 


\Insurance Commissioner of Oklahoma 
President of The National Convention 
of Insurance Commissoners 














under compensation for nearly 25 
years, the costs had risen steadily 
from year to year. The nature and 
purpose of the compensation system, 
together with its method of adminis- 
tration, made it certain that a similar 
experience would be encountered in 
the United States, and that rates must 
contain a definite factor to offset such 
rising costs. Despite the precautions 
used in making these early day rates, 
the costs rose more rapidly than an- 
ticipated until in 1916 the rates were 
definitely shown to be inadequate and 
both the companies and the super- 
vising authorities became alarmed. 
Upon orders from the Superintend- 
ent of Insurance of New York State, 
the New York rates were increased, 
followed by similar increases in the 
other compensation states. 
SOD 

OW far this action would have gone 

to correct the rate inadequacy for 
existing conditions and how far its prece- 
dent would have served in later years to 
keep rates abreast of rising cost levels, no 
one was permitted to learn. For in 1917 
the United States went into the World 
War and the compensation insurance busi- 
ness was forthwith turned “topsy-turvy.” 
Wages mounted; payrolls were swollen 
through the employment of men who ex- 
posed themselves only slightly either to 
work or to accidents; and, finally, the 





The following exhibit of combined countrywide results of all companies, 
based upon New York Insurance Department records, speaks for itself : 


(1) (2) (3) 
Calendar Premiums Losses 
Year Earned Incurred 
1923 $126,077,131 $ 84,566,554 
1924 142,955,094 99,215,708 
1925 156,826,233 103,338,179 
1926 178,851,560 117,876,838 
1927 188,191,554 120,759,141 
1928 190,196,447 120,880,572 
1929 203,862,843 138,485,073 
1930 197,813,137 132,528,476 
All Years = $1,384,773,999 $917,650,541 


Required to Meet 


(4) (5) (6) 
Premiums DEFICIENCY 
In Premium In Rates 


These Losses Col. (4) — Col. (5) 
Col. (3) + 60% Col. (2) Col. (2) 
$140,944,257 $14,867,126 12% 

165,359,512 22,404,418 16% 
172,230,300 15,404,067 10% 
196,461,400 17,609,840 10% 
201,265,232 13,073,678 7% 
201,467,616 11,271,169 0% 
230,808,450 26,945,607 13% 
220,880,800 23,067,663 12% 
$1,529,417,567 $144,643,568 10% 





To appreciate the reason for this 
situation and the necessity for correc- 
tion through increased rates, it is de- 
sirable to refer briefly to the record 
of past compensation rates, beginning 
with 1914, the year that workmen’s 
compensation got well under way in 
the United States. The rate makers 
of that day knew that in every Euro- 
pean country, some of which had been 





workmen who were injured, had every in- 
centive to return to their jobs as promptly 
as possible, because work was plentiful, 
easy, and far more remunerative than com- 
pensation. The result upon the compensa- 
tion insurance business was a tremendous 
increase in premiums without a com- 
mensurate increase in losses. 

In the Fall of 1919, the National Council 
was organized and immediately given the 
task of making a countrywide revision of 
compensation rates. The revision, based 
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upon the favorable experience of the War 
and immediate post-war years, reduced 
rates approximately 25% on the average. 
All increasing cost factors were eliminated 
and even the profit loading was “tempo- 
rarily” discontinued. Then came the re- 


action. The country entered a period of 
depression. Wages declined and payrolls 
fell off. Compensation premiums were re- 


duced, while losses actually increased. The 
companies again needed the former higher 
level of rates. 

In 1923, the National Council, having 
just been reorganized and_ voluntarily 
placed under the direct supervision of the 
National Convention of Insurance Com- 
missioners, undertook another countrywide 
rate revision, designed to restore rates to 
an adequate level. But this time it met 
with strong opposition in many of the 
states having laws requiring approval of 
rates. The authorities were reluctant to 
approve rate increases. They pared them 
down or disapproved them entirely. They 
pointed to the profits of the war years, 
arguing that those profits would offset the 
current losses and that with the revival of 
business, the rate inadequacy would vanish. 
Due to this opposition the National Coun- 
cil was able to secure only a part of the 
required increase in rate levels. 

The situation led to a decision by the 
National Council to revolutionize its rate- 
making procedure. Instead of country- 
wide revisions at uncertain intervals of 
time, it was decided to establish an annual 
revision date for each state and to revise 
rates each year on the basis of a definite 
program. In an effort to arrive at a pro- 
gram which would leave no room for con- 
troversy with the State authorities, it was 
decided to try the plan of using past ex- 
perience alone in the determination of rate 
levels, upon the false hope that the past 
experience could be used as a measure of 
future experience; that the recurring cycles 
of cost would return to their past level. 
The program was endorsed by the Con- 
vention and, with such improvements as 
have been made from time to time in its 
details of application, has been followed by 
the National Council in all rate revisions 
since 1925. 
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HE following table shows the result- 

ing changes in countrywide rate levels, 
exclusive of law amendment changes, with 
the years 1918 and 1924 inserted for com- 
parative purposes: 


MANUAL RATE LEVEL INDEX 


Calendar Year Index 
RS re ee 1.00 

PNA crau we 6 dele oman alee 751 

RE re bed ova deren 766 

| RRR pe ets 792 

SS bso o's ke dees 802 

ME Ths Suh. s a 60 ce eaene 804 

ES Le tay dees cle ew ate 815 
AE Re era 826 
AN es Aen mee ae 858 


The table is in the form of index num- 
bers with the year 1918 as a base. The 
increases in rate level from 1924 to 1931, as 
shown in the table, have only partially 
measured the constantly rising cost trend. 
Despite these increases, the level of rates 
in effect on January 1, 1931, is 14.2% lower 
than in 1918. Unfortunately, the rate- 
making method has permitted the rate in- 
creases to lag behind the cost increases so 
that there has been a continuous rate in- 
adequacy. 

The principal causes for the steady rise 
in compensation costs may be summarized 
as follows: 
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1. Mechanization of industry, or the 
substitution of machines for men, 
Increases the risk hazard and re- 
duces the payroll upon which pre- 
mium is computed. While this sub- 
stitution increases the compensa- 
tion loss costs per unit of payroll, 
it actually reduces the risk pre- 
mium per unit of finished product. 


2. Medical and hospital costs have in- 
creased constantly year by year in 
practically all states. 


3. Industrial boards and other adjudi- 
cating bodies have gradually liber- 
alized the interpretation of com- 
pensation benefits under the various 
acts. 


The present emergency is due not only 
to the accumulated effect over a period of 
years of the above mentioned factors, but, 
of even greater importance, to the magni- 
fied effect of these and other forces during 
a period of business depresion. Declining 
wages and falling payrolls reduce premium 
income without a commensurate reduction 
in losses. Medical costs continue to rise; 
the weekly compensation benefit is affected 
but slightly; and the scarcity of work 
creates a natural tendency for the extent 
of the injury to be magnified and the 
period of disability to be prolonged. 


SO 


NLIKE the situation ten years ago, 

when the companies had an accumula- 
tion of abnormal war-period profits with 
which to meet the emergency, they are 
now confronting a much more serious con- 
dition under the handicap of a ten-year 
drain upon their resources due to under- 
writing losses unparalleled in the history 
of insurance. 

Conditions arising out of this emergency 
are of grave concern to the supervising 
authorities. Many of them are charged by 
law with the approval of adequate com- 
pensation rates, and all of them have a 
duty to safeguard the solvency of insur- 
ance carriers. Although it is appreciated 
that proposals for relief through increased 
rates must be presented directly to the re- 
spective authorities in the several states 
having rate regulatory laws, nevertheless, 
the gravity of the situation and its national 
aspect have led the companies to lay these 
facts before the National Convention of 
Insurance Commissioners. They know that 
with this knowledge of conditions, the 
“ommissioners, both individually and as a 
body, must be impressed with the serious- 
ness of the emergency, and that the sym- 
pathetic and helpful cooperation of the 
authorities may be expected when emer- 
gency measures are presented for consid- 
ration in the several states. 


Respectfully submitted, 
W. F. Roeser, 


General Manager, National Council on 
Compensation Insurance. 


Oo 


While this was being revolved in 
the back of the minds of those at the 
convention William D. Joyce, chair- 
man of the National Surety Company 
of New York, held up to view some 
of the difficulties encountered in his 
special field because of high commis- 
sions, rate cutting and the like. 





INCE the mutuals have been so 
successful in other lines of en- 
deavor it is a matter for wonderment 
that they have been so discriminated 
against in the fidelity and surety field. 
Observers who have been following 
this matter closely will find Mr. 
Joyce’s speech especially interesting. 
The unwarranted but universally 
presented argument of the stock com- 
panies that a mutual company can 
never be strong enough to write fi- 
delity business, has operated by virtue 
of illconsidered statutes in certain 
states to bar the mutuals from such 
underwriting. It has always been a 
mystery why fidelity insurance should 
be considered so hazardous but Mr. 
Joyce has somewhat cleared up the 
situation, although only as to the stock 


companies. 
oeO~a 


OR the stock companies it is in- 
deed extra hazardous because the 
line in the past has proved so profit- 
able. A multitude of companies has 
tried for a slice of this attractive pie. 
Then, rate cutting discrimination be- 
tween risks, steady boosting of agents’ 
and brokers’ commissions came in, un- 
til the stocks found themselves in a 
tangle—such a tangle indeed that only 
a strict application of sound mutual 
principles can solve the problem. 
Since then, the stock companies are 
in such distress in their surety and fi- 
delity activities, doubtless the thought 
is increasingly uppermost in the mind 
of the insurance buying public that 
now is the time for a showdown of 
the false doctrine that mutuals should 
not handle such business. 


Address of William D. Joyce 


Chairman of The National Surety Company 
(Quoted in Full Below) 


T is nearly a quarter of a century 

since I cautioned the Insurance 
Commissioners in convention at 
Washington, D. C. of the dangers 
which were then hanging over the 
Surety business. The convention ap- 
pointed a special Fidelity & Surety 
Committee which resulted in the cor- 
rection of many of the evils then 
existing but before the correction be- 
came effective, great damage was 
done to the public and to the Surety 
business thru the failure of many 
companies. 

Since that time the Surety business 
has grown enormously and a great 
many new companies have entered 
the field and unfortunately in many 
instances under inexperienced man- 
agement. 

Now, recognizing the possible effect 
of this depression upon the surety 
companies, if it is long continued | 
appointed myself an unauthorized 











spokesman of that interest, believing 
that my 40 years of surety experience 
qualified me. 

Remember, no other branch of in- 
surance so directly affects the security 
of your public funds or your public 
works. 

Never, in the history of corporate 
suretyship, have companies met such 
a serious situation as has existed in 
the past year, and it has been met 
successfully, nor have the companies 
ever faced, in my opinion, such a 
serious outlook. Losses in 1930 were 
greater than ever before and thus far 
in 1931 they seem worse. 

The companies are reported as hav- 
ing sustained a net loss of more than 
18 million dollars in 1930. 

Se 

HE companies are in the anomol- 

ous situation of procuring their 
rates from a legalized rating bureau 
and yet such rates are in many in- 
stances sadly insufficient. It has been 
necessary for us to demand higher 
rates from the rating bureaus which 
may or may not be forthcoming. 

With a decreasing volume of pre- 
mium income because of the depres- 
sion, the expense ratios of companies 
are necessarily increased. 

Outside of a few companies which 
have been imprudently managed, it is 
my opinion that surety companies, 
particularly the older ones, with ex- 
perienced management, will perform 
their contracts 100%, but it seenis 
most important that you help us to 
correct some of the dangerous situa- 
tions complained about herein. 

It is unnecessary to tell you of the 
great many million dollars paid by 
some of the surety companies to your 
states, counties, and cities where the 
surety companies guarantee payment 
of deposits of public money in banks 
and trust companies which failed. 

I know of only one case where a 
company failed to meet its obligations, 
and which, by the way, necessitated 
the charging off of one million dollars 
as a total loss by the State Treasurer 
of such state, but all the older com- 
panies fulfilled their obligations, as 
was expected. 

Indeed one company paid more 
than three million dollars to one state 
and paid it promptly. 

Keep in mind by these payments the 
surety company saved your citizens 
these enormous losses and which 
avoided embarrassment to your states, 
counties and cities. 

You are vitally and directly con- 
cerned with everything which can 
strengthen surety companies so that 
they may continue paying their obli- 
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gations, not alone on depository bonds 
of public officers, but public con- 
tracts, qualifying bonds of insurance 
companies, bonds upon administra- 
tors, guardians, executors and many 
thousand of other kinds of bonds. 

The surest way to help the com- 
panies to perform is collection of ade- 
quate premium charges and help them 
to reduce costs to a sensible figure. 

At least 90% of the entire Fidelity 
and Surety business is handled by 
old-time tested, prudently managed 
companies, but a considerable part of 
the remaining 10% is done by im- 
prudently managed companies, to- 
gether with certain companies outside 
of the Rating Bureau. Those com- 
panies are creating rate demoraliza- 
tion, nation wide, which, if permitted 
to continue, may result in a rate war, 
which will certainly imperil the pro- 
tection offered by all surety com- 
panies whether they are in or whether 
they are outside of the Rating Bu- 
reau. 


Fa, ee ee 
Sy 


N addition to the bad rate situa- 

tion, there exists a bad acquisition 
cost situation in many states. In some 
instances the brokerage alone is 30% 
or 40%, which, with branch office 
costs, reach an unreasonable figure. 

It is fundamentally unsound for 
any company engaged in the Surety 
business to pay more than 30% for 
the acquisition of business, yet some 
of the best companies are forced by a 
combination of factors to greatly ex- 
ceed it. 


In addition, there is some cutting of 
rates by a few members of Rating 
Bureaus, likewise rebating is being 
practiced which is unwholesome and 
also discriminatory between citizens 
and certainly it is not honorable be- 
tween companies or agents. 


The giver of a rebate and the ac- 
ceptor are both guilty. A company 
manager who has procured rates from 
a Rating Bureau is unfaithful to his 
competitors if he surreptitiously or 
openly cuts rates. Imagine having 
an unfaithful company guaranteeing 
the honesty of others! 


As I see the situation, your cardinal 
duty with respect to this business is 
to force companies to so conduct their 
affairs that a fulfillment of their obli- 
gations will be secured. 


For certainly it is manifestly more 
important to your citizens that your 
public money is fully protected than 
that a few dollars shall be saved by 
doing business with rate cutters who 
may and who may not be able to re- 
place that money if banks close. 
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What is true of your money is true of 
your public works, private works, and 
is true of thousands of different 
classes of bonds. 


If you have no adequate statutes on 
your books enabling you to put out 
of your state any company or com- 
panies conducting their business in a 
dangerous manner, you can drive 
them out by public announcements. 


DOD 
UPERINTENDENT of Insur- 
ance Von Schaick of New York 
has recently warned the insurance 
companies operating in his state that 
they must clean house and adjust all 
cut rates to manual rates by June 1, 
1931, and that thereafter they must 
observe legal rates, and also that the 
payment of excess commissions must 
stop. 


This has had a telling effect in the 
state of New York, but, as I see it, 
there is a great necessity that the en- 
tire nation should be cleaned up. ' I 
therefore appeal to you to protect the 
Surety companies who observe legal 
requirements and to restrain those 
who do not, for in ordinary times 
such protection is, of course, needed, 
but in times like these your own pro- 
tection makes it imperative. 


If any company is in desperate 
condition, it should not be allowed by 
its reckless methods to threaten the 
security of probably no less than 100 
billion dollars of obligations under- 
written by the other companies. If 
they want to destroy themselves, they 
have no right to do so, for in so doing 
they damage the public. 


I doubt if there is much more ele- 
ment of casualty or life mortality in 
times of great depression, but there is 
a tremendously greater moral hazard 
existing in such times and the solv- 
ency factor becomes signally para- 
mount. Thus with Surety companies 
guaranteeing the honesty of people 
and guaranteeing the solvency of all 
kinds of organizations, it will appear 
clear that they are harder hit under 
their obligations in depressed times. 


Insurance is a business held by the 
court to be charged with a public in- 
terest and the Surety business is of 
the very essence of public interest. 


Not only is our company affected by 
the rate cutting, rebating and excess 
commission payments, but if I were 
going to make a guess I should say 
no less than 100,000 Surety agents in 
America are suffering from these 
causes. 


(Continued on Page 22) 
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Typical Stock Inconsistencies 
Concerning Mutual History 


INCE 1752 mutual insurance has, with a pardonable 
~ pride, pointed to Benjamin Iranklin as one of the 

first sponsors of the mutual idea. The fact is so well 
substantiated and so generally accepted that it is regarded 
as common knowledge—so much so indeed that within 
recent years some of the stock insurance publications 
have tried, although futilely, to smirch the character of 
that versatile colonial gentleman, thinking thus to throw 
a suspicion of disrepute on the mutuals. 

With characteristic inconsistency, a stock agent in New 
York* is now contending that the recent advertising of 
the mutuals in the Saturday Evening Post and other peri- 
odicals is untruthful because, as he claims, Franklin was 
not the founder of any American mutual company and 
that his illustrious name should not be mentioned in the 
same breath with this brand of insurance. 

Blow cold, blow hot, the stock companies owe it to 
themselves to get together and decide whether they want 
to disassociate the mutuals from Franklin as a saint, or 
associate the mutuals with Franklin as a sinner. Either 
he was a mutual founder or he wasn't, and if the stocks 
want to spend their time on such an academic question, 
why not go to historical sources and settle the matter. 

Il’ they hesitate to search deeply into colonial lore lest 

they find something not to their liking, we then feel it a 
duty to make the following observations for the enlight- 
enment of the public. 

To the honor of some of the foremost men in the stock 
company field it may be said that they have been among 
the first to recognize Franklin as a founder of the Phila- 
delphia Contributionship. For example, Edward R. 
Hardy, Assistant Manager of the New York Fire In- 
surance Exchange and lecturer on Insurance in New 
York University, in a book entitled “The Making of the 
‘ire Insurance Rate,’(The Spectator Company 1926) 
says on page twenty-eight, in referring to the Philadelphia 
Contributionship : 

“Real insurance history begins with this company 
which was organized in 1752 at Philadelphia, Pennsyl- 
vania. It has the distinguished honor of numbering 
among its founders Benjamin Franklin, though its active 
conduct has been very largely in the hands of gentlemen 
who bore and bear the name of Smith.” 


*See Correspondence Printed on Page 18. 


Again, W. E. Mallalieu, General Manager of the Na- 
tional Board of Fire Underwriters, and by no means a 
mutual man, writes in the course of a chapter on “Frank- 
lin and Fire Insurance” contributed to the volume “The 
Amazing Benjamin Franklin” (Frederick Stokes 1929) 
as follows: 

“It was Franklin, the citizen, whose name stood at the 
head of the list of the twelve directors of the fire insur- 
ance company organized in Philadelphia. In his auto- 
biography Franklin does not mention this undertaking, 
but we know from many other records that he took a 
leading part in promoting the founding of the first 
chartered fire insurance company on this continent.” 

Mr. Mallalieu, in numerous other places in this book 
mentions Mr. Franklin’s active connection with the Phil- 
adelphia Contributionship. 

However, the best evidence is the original parchment 
on which are inscribed the articles of association or deed 
of settlement of the Contributionship. This has been 
carefully preserved in the office of the company at 212 
South Fourth Street in Philadelphia, and the name of 
Benjamin Franklin with its decorative scrolls stands out 
boldly as the second signature, being preceded only by 
that of James Hamilton, then Lieutenant Governor of the 
Province. Alexander Hamilton took out mutual insur- 
ance, as did Jefferson, John Marshall and their associates. 
It would have seemed ridiculous to them to pay a set of 
stockholders for the privilege of taking out insurance, 
when they could plainly see that all insurance is simply a 
mutual depositing of funds by a group of property own- 
ers to save each other harmless from possible disaster. 

LOS 

ET when the mutuals hold up Franklin as a founder 

it is not for the purpose of proving that all things mu- 
tual emanated from the brain of the printer-statesman- 
scientist-economist. Franklin was, of course, a founder, 
but we mention his name mostly because he typifies the 
kind of intellects which in early days turned to mutual 
insurance as a means of the soundest and most economical 
coverage. 

Mutual insurance would have arisen without Franklin, 
in fact did arise in England before his time, and when 
need for insurance became apparent here, Franklin was 
quick to adopt the successful system of the mother coun- 
try to suit American purposes. It is significant that the 
astute Benjamin, with full knowledge of the efforts of 
private parties in England to expand insurance on a stock 
company basis, turned to the mutual idea as the only one 
consistent with the ideals of a nation of freedom. He 
clearly saw the difference between profit in a merchandis- 
ing business, and profit in an insurance enterprise where 
the funds to carry on must always come from a mutual 
pool of money furnished by the policyholders, There is 
only one moment in the career of a stock company when 
capital stock, as such, contributes an atom of strength 
to the institution, and that is at the time of formation 
when a minimum amount of capital is supplied to satisfy 
state laws. But the mutuals are organized under statutes 
which just as truly make for safety. There must be ample 
assets in prospect for covering possible losses when a 
mutual is launched, but with the advantage that no group 
gets a perpetual strangle grip on the future profits. 

Thus the stock company and the mutual start on an 
even basis as to security, and through the years, under 
good management, they both continue to grow in strength. 
But capital stock is not necessary to the business of in- 
surance, even at the start; it brings about a condition 
which later absorbs the dividends which in mutual com- 
panies go to the policyholders, and the very structure of 


(Continued on Page 18) 
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- Life-Lights Against A Business Background 


Is there an American Plan? 


HE world is not lacking in top- 
ics for discussion these days. 


The trouble is so many of them 
are unsuited to hot weather, having in 
themselves a latent capacity for gen- 
erating heat. And heat is not the im- 
mediate need. The need is for light— 
the cool light of the fire-fly raised to 
a much higher candle power. 

I sat in a group of business men 
and lawyers recently who fell to dis- 
cussing national planning. It all be- 
gan, of course, by somebody saying 
that he had just finished reading a 
book on the Russian soviet plan— 
the famous five-year plan. 

“Why can’t we have an American 
plan that will beat this Russian plan 
all hollow ?” he asked. 

“President Hoover says we have,” 
chimed in one of the legal luminaries. 
“He says we have a twenty year plan, 
which is four times better than the 
bolshie’s in length at least. It in- 
cludes a twenty-million increase in 
population and all necessary provi- 
sion to care for it adequately. That 
ought to keep us profitably employed.” 

“But that is scarcely a plan, is it?” 
commented a third man, whose busi- 
ness is that of building contractor. 
“It seems to me what the President 
described is a job rather than a plan.” 

“Well,” replied the lawyer, “I 

thought it was jobs people were cry- 
ing for. Why don’t we go to work 
on it ?” 
“Because the plan we used to em- 
ploy for such jobs has broken down,” 
said the man who had been reading 
the Russian book, “and we need a 
new and more efficient plan.” 

“But,” said a banker, “admitting 
there may be some truth in what you 
say, that doesn’t mean we want any- 
thing like the soviet plan. It may 
break down, too. In fact a good many 
people believe it is breaking down. 
There is a lot of ground for thinking 
that the Russians have planned a 
mechanism which they will never be 
able to operate. They are building 
plants they can’t manage. They are 
installing’ machines, but getting no 
product—that is no product of suf- 
ficient quantity or satisfactory quality. 
It is one thing to make plans, and 


quite another to make workable 
plans. No doubt my building con- 
tractor friend has had experience 


with architects who can design charm- 
ing edifices that are utterly impractic- 
able.” 





BY S. J. DUNCAN-CLARK 


HE building contractor nodded 
assent emphatically. 


“T contend the President is right,” 
insisted the lawyer. ‘“We have both 
a job and a plan, and the plan has 
brought us thus far, with occasional 
break-downs due to mistakes made 
in operating it, or attempts to exploit 
it unduly; but it has worked so well 
that despite such troubles as we now 
have we are better off than any other 
country in the world. You don’t dis- 
card your automobile because it stalls 
from a clogged spark plug or a broken 
connection, or because the tire goes 


flat. Our American plan may need 
some over-hauling; better integra- 


tion, perhaps ; a tightening up of loose 
parts. But essentially it is sound, and 
is good for a long time to come.” 


“Well, what is your American 
plan?” growled the temporary disci- 
ple of Moscow. 


“Primarily it is a plan of individual 
initiative and private enterprise, with 
provision for voluntary cooperation 
wherever that tends to increase ef- 
ficiency, reduce cost and conserve 
energy. It is a plan to extend the 
largest measure of freedom to per- 
sons, and to limit the functions of 
government to such activities as are 
necessary to protect that freedom, 
keep the highways of progress open 
to all on equal terms and encourage 
their use. There may be plans which 
will prove more efficient in certain 
directions, but none that in the end 
will contribute so much to human 
good and happiness. T have heard 
Americans long for a Mussolini, even 
as my friend here hankers after the 
plans of Russia ; but have you thought 
what vou must pay for a Mussolini or 
a Stallin/ You cannot have them and 
keep a free press or the right to talk 
as we are talking now: you cannot 
have them and run your own business. 
You will cease to be a person and 
will hecome merely a cog in the state 
machine, operated by a few men who 
care nothing for you as an individual. 
You will surrender your right to 
make laws, to elect to office whom 
you please, to talk politics. Is the 
sort of efficiency you see in Italv or 
in Russia worth the price?’ And 
when the vote was taken not even the 
student of Russian economics voted 
“Aye.” 


California Auto Accidents 


(From Editorial in Santa Barbara News) 


ALIFORNIA motorists reported 
2,808 accidents for the month 
of March, in which 3,781 persons 
were injured and 196 killed. During 
that month accidents increased 14 
percent over the same month in 1930, 
the total injured increased 16 percent, 
and fatalities increased 15 percent. 
This is an alarming increase and 
an analysis reveals that the principal 
causes of these accidents were viola- 


tions of right of way, followed 
closely by speeding. During that 


four-week period 144 “hit and run” 
drivers caused accident or injury to 
others. 


Obviously, the need is for closer 
law enforcement. The reckless driver, 
the motorist who refuses to give right 
of way and the maniacal speed demon 
must be brought to justice. One hun- 
dred and ninety-six persons killed 
and over three thousand injured in 
one month, in the state of California, 
is a tragic toll. 


Respect the Officer who is requir- 
ing traffic to obey the law. Every 
time he stops a wild speeder he may 
be saving the life of yourself or of 
your neighbor. 


>< 
Marked Down 


“All that I am I owe to my mother.” 
“Why don’t you send her 30 cents and 
square the account ?”—Capper's Weekly. 


Beats Picasso 
Critic—“Ah! And what is this? It is 
superb! What soul! What expression !” 
Artist—“Yeah? That's where I clean 
the paint off my brushes.”—Judge. 


Noble Self-Denial 

Teacher—“‘How many of you children 
want to go to heaven?” 

Children all raise 
Johnny. 

Teacher—‘“But, Johnny, don’t you want 
to go to heaven?” 

Johnny—“My mother told me to come 
right home after school.”—Christian Ad- 


vocate. 


their hands but 


Helpful Dean 
Ritehalf—“I hear the Dean is going to 
read out in Assembly the names of all 
co-eds who pet.” 
Leftguard—“Hot dog! 


ain’t it, boy?” 


That’s service, 
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Fditorial 


(Continued from Page 16) 
the mutuals also makes for economies 
and care in handling of risks, which 
reduces expenses and makes the divi- 
dends greater. 

T is undoubtedly true that the busy 

and modest Franklin did not or- 
ganize a parade and stride about the 
Philadelphia streets to the music of a 
fife and drum, bearing a banner upon 
which the words “mutual insurance” 
were emblazoned. But in his own 
office, and in the offices of other 
prominent men, he quietly conferred 
and planned to protect his own in- 
terests and the interests of his fellows 
by the most feasible, most common- 
sense and most economical method 
possible; and out of these delibera- 
tions emerged the mutual plan, with 
Franklin as the second signer of the 
original pact, and his name as one of 
the first directors. 

Modern Franklins of the business 
world have followed this same meth- 
od. Looking into the insurance 
situation, they have by the sound 
procedure of scientific study into hard 
cold facts, decided that mutual in- 
surance is best to cover their risks, 
whether in fire, casualty or compensa- 
tion fields. Firms with such modern 
Franklins at their head are frequently 
mentioned in the advertising which 
our New York critic condemns, and 
in every community there are business 
leaders who have this same kind of in- 
teligence that made Franklin so out- 
standing. If certain stock interests 
do not like to contemplate so great a 
figure of early days as a founder of 
mutual insurance, with that dismay 
must they observe the outstanding 
men of our commercial life of today 
who are not only users of mutual in- 
surance, but directors of mutual 
companies. 


Massachusetts Fire Insur- 
ance Association Holds 
Annual Outing 


HE annual outing of the Massa- 

chusetts Fire Insurance Associa- 
tion of New England was held at 
Oyster Harbors Club, Osterville, 
Mass., on Friday and Saturday, June 
19 and 20. Between ninety and one 
hundred members and guests were 
registered. The annual golf contest 
took place on Friday afternoon, with 
the annual dinner at seven o’clock, at 
which time the various prizes were 
awarded to the winners. The Asso- 
ciation had as a special guest the 
president of the Cape Cod Chamber 
of Commerce. The weather was per- 
fect and the outing was one of the 
most successful that this always live 
organization has ever enjoyed. 
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“Exhibit A” - In Certain Correspondence 
Concerning Benjamin Franklin as a Founder of 
Mutual Insurance 


E print without extended com- 
W ment the correspondence 

which developed in the process 
of educating E. Paul Schaefer of 
Mount Kisco, New York about cer- 
tain aspects of the life and activities 
of Benjamin Franklin, founder of 
Mutual insurance in America. 


Two letters of inquiry written the 
same day indicate Mr. Schaefer’s 
state of mind. 


JOSEPH E. MERRIAM 
Mount Kisco, New York. 
May 29, 1931. 
The Federation of Mutual Fire Insurance 
Companies, 

180 North Michigan Avenue, 
Chicago, Ill. 
Dear Sirs: 

Referring to your advertisement appear- 
ing in the Saturday Evening Post of May 
23, there appears the bust of Benjamin 
Franklin and the statement that he was the 
founder of mutual insurance. 

May I kindly ask that you inform me 
the facts relative to this statement as con- 
tained over your signature. 

Yours very Truly, 
(Signed) E. Paut SCHAEFER, 
Manager Insurance Department. 


JOSEPH E. MERRIAM 
Mount Kisco, New York. 
June 4, 1931. 
The Federation of Mutual Fire Insurance 
Companies, 

10 North Michigan Avenue, 
Chicago, Illinois. 
Dear Sirs: 

With further reference to my letter of 
May 29th pointing out your advertisement 
contained in the May 23rd issue of the 
Saturday Evening Post, I find that a simi- 
lar advertisement appears in the June is- 
sue of Nation’s Business, each showing the 
head of Benjamin Franklin and the nota- 
tion that he founded mutual insurance in 
1752. : 

Since the statement that “Benjamin 
Franklin founded mutual insurance in 1752 
is a mis-statement and utterly false, I am 
writing to request that you refrain from 
using this allegation from future advertis- 
ing. 

I have before me a copy of “Franklin 
and Fires” supplied to me by the Philadel- 
phia Contributionship and fail to find that 
they in their printed book make any such 
claim nor do they otherwise. Franklin 
was one of 1,774 citizens at the time who 
signed the “deed of settlement’ then re- 
quired to form this company. At the first 
meeting of the policyholders he was one of 
twelve chosen as a director, which he 
served for two years. He insured his 
dwelling. However, there is no record of 
any statement that Franklin was the orig- 
inator or organizer of this company or 
mutual insurance. 

Further, I have before me a letter re- 
ceived from the Superintendent of Insur- 
ance of the Commonwealth of Pensly- 
vania, dated May 26, 1931 in which this 
statement is made “I have examined our 
records and do not find the name of Benja- 
min Franklin mentioned in any way in 
either the charter or subsequent amend- 


ments of the Philadelphia Contribution- 
ship.” 

Since allegations are being made by mu- 
tual companies also that George Washing- 
ton, Thomas Jefferson and John Marshall 
were also founders of mutual insurance 
and also of the Mutual Assurance Society 
of Virginia, as a matter of fact, I enclose 
a copy of letter from the Mutual Assur- 
ance Society of Virginia, which I would 
ask you to place in your file, as it clearly 
defines the interest these gentlement had 
in their association and conclusively re- 
futes any statement that they were either 
founders of their company or of mutual 
insurance. 

The Saturday Evening Post and the Na- 
tion’s Business have both been notified of 
your mis-statement of fact in your adver- 
tising and the facts and the informant 
thereof has been furnished to them. 

It is regrettable that your association to 
foster mutual insurance must resort to this 
type of advertising, by either adroitly mis- 
stating or otherwise perverting what is 
fact. 

The writer has no interest in this other 
than truth in advertising whether it is 
stock or mutual insurance advertising. Un- 
fortunately, the insuring public is not in 
a position to ferret out the truth and too 
readily assumes that all they read is 
truthful. , 

Yours very truly, 
(Signed) E. Paut ScHAEFER, 
Manager Insurance Department. 


The answer of Mr. Eaton, Assistant 
Manager of the American Mutual 
Alliance, is a complete lesson in Colo- 
nial lore in respect to Franklin’s con- 
nection with the first mutual company 
in this country. 


June 8, 1931. 
Mr. E. Paul Schaefer, 
Manager, Insurance Department, 
Joseph E. Merriam, 
Mount Kisco, New York. 


Dear Mr. Schaefer: 


This will serve to acknowledge your let- 
ters of May 29th and June 4th, both ad- 
dressed to the Federation of Mutual Fire 
Insurance Companies, which is, as you 
probably know, one of the units of the 
American Mutual Alliance. 

I am very glad to have your letters be- 
cause it is quite apparent that you are un- 
der a misunderstanding with respect to 
Benjamin Franklin’s activities in the 
founding of the first mutual fire insurance 
company in America and it is a pleasure to 
give you the information which you seem 
to be seeking. Permit me, therefore, to 
deal with the several questions raised in 
your letter of June 4th in the order in 
which you have presented them. 

In the second paragraph of your letter 
you claim that our statement that “Ben- 
jamin Franklin founded Mutual Insurance 
in 1752” is a “misstatement and utterly 
false.” Of course, you must have some 
very good warrant for making so positive 
a charge, yet the balance of your letter is 
a complete failure to prove your assertion. 
The fact that the booklet “Franklin and 
Fires” fails to mention Mr. Franklin’s 

















activities in the founding of the Philadel- 
phia Contributionship would prove nothing 
if it were true, but had you taken the 
trouble to read pages ten and eleven of that 
booklet you would have found that Mr. 
Franklin was in fact an active participant 
in the organization of the company and 
was the first private citizen to affix his 
signature to the articles of agreement on 
April 13, 1752, being preceded only by 
James Hamilton, Lieutenant Governor of 
the Province. The fact that the insurance 
department of the State of Pennsylvania 
fails to “find the name of Benjamin Frank- 
lin mentioned in any way in either the 
charter or subsequent amendments of the 
Philadelphia Contributionship” also proves 
nothing since the original charter of the 
company was not granted until February 
20th, 1768, some dozen or more years after 
Franklin had retired from the Board of 
Directors. That charter was granted by 
the Lieutenant Governor and proprietaries 
of the Province of Pennsylvania and con- 
firmed by George III, King of England, 
but from the date of its founding on 
March 25th, 1752, it had operated under 
articles of agreement as I have already 
stated. 


Now as to the question of whether Ben- 
jamin Franklin's activities in connection 
with the starting of the Philadelphia Con- 
tributionship actually made him a founder. 
We need not discuss at length the defini- 
tion of the word “founder” since it is gen- 
erally recognized by intelligent persons as a 
term applied to one numbered among the 
originators or incorporators of an enter- 
prise and I have before me a photographic 
reproduction of the original articles of as- 
sociation or deed of settlement of the Con- 
tributionship which shows the second 
signer to have been Benjamin Franklin. 
The original parchment has been carefully 
preserved by the company and I am sure 
that the officers would be glad to let you 
look at it any time you cared to call there. 
The office is at 212 South Fourth Street, 
Philadelphia. Then I should like to direct 
your attention to the book entitled “The 


Making of the Fire Insurance Rate,” by 
Edward R. Hardy, Assistant Manager, 


New York Fire Insurance Exchange, and 
Lecturer on Insurance of the New York 
University, published by the Spectator 
Company in 1926. On page twentv-eight 
of Mr. Hardy's book you will find the fol- 
lowing statement relating to the Philadel- 
phia Contributionship for the Insurance of 
Houses from Loss by Fire. Mr. Hardy 
says: 


“Real insurance history begins with this 
company, which was organized in 1752 
Philadelphia, Pennsylvania. It has the dis- 
tinguished honor of numbering among its 
founders Benjamin Franklin, though its 
active conduct has been very largely in the 
hands of gentlemen who bore and bear the 
name of Smith.” 


Then again. I would like to direct your 
attention to the very excellent volume en- 
titled “The Amazing Benjamin Franklin” 
compiled and edited by J. Henry Smythe, 
Jr., and published by Frederick A. Stokes 
Company in 1929. If you will turn to page 
213 of this book you will find the begin- 
ing of a chapter on “Franklin and Fire 
Insurance” written by Mr. W. E. Malla- 
lieu, General Manager, the National Board 
of Fire Underwriters. Mr. Mallalieu can 
scarcely be considered a mutual man or 
even mildly sympathetic to the mutual plan 
of insurance, yet at the beginning of this 
chapter he has this to say: 
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“It was Franklin, the citizen, whose 
name stood at the head of the list of the 
twelve directors of the fire insurance com- 
pany organized in Philadelphia. In _ his 
autobiography Franklin does not mention 
this undertaking, but we know from many 
other records that he took a leading part in 
promoting the founding of the first char- 
tered fire insurance company on this con- 
tinent.” 

If you will take the trouble to get “The 
Amazing Benjamin Franklin” and read 
Mr. Mallalieu’s chapter on fire insurance, 
you will find that he has mentioned in a 
number of places Mr. Franklin’s active 
connection with the starting of the Phila- 
delphia company. 

With respect to the connection of George 
Washington, Thomas Jefferson and John 
Marshall with the early history of mutual 
insurance, I think the letter of Mr. G. 
Moffett King, Secretary of the Mutual 
Assurance Society of Virginia, addressed 
to Messrs. Burke & Price at Harrisburg, 
Virginia, under date of May 22, 1931, is 
the best possible statement. Of course, 
George Washington, so far as I know, had 
no connection with mutual insurance and 
no where in the advertising or literature of 
our associations has this assertion ever 
been made. It is a well known fact, how- 
ever, as Mr. King points out, that Bushrod 
Washington, the nephew of the General, 
did turn to the Virginia Society for pro- 
tection on Mount Vernon. As is also 
pointed out by Mr. King, Thomas Jeffer- 
son was a policyholder in the Virginia So- 
ciety insuring Monticello, and Chief Jus- 
tice John Marshall insured his home with 
the same organization. It is true, too, that 
Chief Justice Marshall served the Vir- 
ginia Society in a legal capacity and men- 


tion of this is also made in the book 
published several years ago by the late 
Senator Beveridge of Indiana. I had not 


known until I read Mr. King’s letter that 
General Robert E. Lee was also a policy- 
ho'der in the Virginia company. 

I hope that the foregoing information 
will clear vour mind on the points you 
have raised. No statements have been 
made in any of our advertisements which 
cannot he substantiated and we are quite 
as much interested in “truth in advertis- 
ing” as you could possibly be. 

I am taking the liberty of forwarding to 
both the Saturday Evening Post and Na- 
tion’s Business a copy of this communica- 
tion. 

Very truly yours, 
AMERICAN Mutua. ALLIANCE. 
J. M. Eaton, 
Assistant General Manager. 
JME: CK 
a Ta 


The enclosure mentioned in the 


foregoing was the following: 
Mutua ASSURANCE SOCIFTY OF VIRGINIA 
Richmond, Virginia 
May 22, 1931. 
Messrs. Burke & Price, 
Harrisburg, Virginia. 
Gentlemen: 

Replying to yours of the 21st, asking if 
George Washington or Thomas Jefferson 
were ever identified with the organization 
or control of our Society, beg to advise 
that so far as we have been able to ascer- 
tain George Washington had no connection 
with this Society in any way. However 
we have in our files an application signed 
by Bushrod Washington in which he ap- 
plied for insurance on “Mount Vernon,” 
the home of George Washington. The 
policy was issued thereon and cancelled 
many, many years ago when our Society 
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abolished its country business. Thomas 
Jefferson was one of our policyholders, in- 
suring “Monticello”; this, too, was can- 
celled at the time we abolished our country 
business. Chief Justice John Marshall was 
one of our policyholders and rendered for 
the Society several legal opinions, but was 
never engaged as its permanent attorney. 
Mr. Marshall’s home was insured by him 
with us in 1796. This house has continu- 
ously been insured with this Society since 
that date. It is now owned by the Asso- 
ciation for the Preservation of Virginia 
Antiquities, located at Ninth and Marshall 
Streets, this city. We might add in con- 


clusion that General Robert E. Lee was 
also a policyholder. 
Trusting this information will satisfy 


your gentleman friend at Mt. Kisco, N. Y., 
we are, 
Yours very truly, 
(Signed) G. Morrett KING, 
GMK:S 
Secretary. 


But Mr. Schaefer apparently is 
reluctant to see the light for he. writes 
under date of June 17th: 

JOSEPH E. MERRIAM 
Mount Kisco, New York 


June 19, 1931. 
The American Mutual Alliance, 
180 North Michigan Avenue, 
Chicago, II. 
Mr. J. M. Eaton, 
Gentlemen : 

Replying to your letter of June 8th, at- 
tached hereto is a copy of my letter of this 
date to the Philadelphia Contributionship, 
which is based upon material they fur- 
nished me, I believe definitely refutes your 
claims. 

Permit me to restate “Franklin did not 
found mutual Insurance. Any such 
thought or statement that may appear in 
any printed matter or advertising is a mis- 
statement of fact and must be branded as 
an untruth. It is evident that you have 
been relying too much upon information 
prepared by others who have not been too 
scrupulous. 

Relative to the booklet prepared by W. 
L. Dechert, I hold no brief for any un- 
truths that it may contain. I feel that if 
you will scrutinize this book and sift out 
the mis-statements and call them to the 
attention of Mr. Dechert correction will 
be made. 


Assistant Gen. Man. 


Yours very truly, 
(Signed) E. Paut ScHAEFER, 
Managey Insurance Department. 


Whereupon the correspondence, if 
not the incident, is closed by Mr. 
Eaton's letter of the 19th. 

June 19, 1931. 
Mr. E. Paul Schaefer, 
Manager, Insurance Department, 
Joseph T. Merriam, 
Mount Kisco, New York. 
Dear Mr. Schaefer: 

This will acknowledge receipt of your 
letter of the 17th with which you enclose 
a carbon copy of your letter of the same 
date addressed to Mr. J. Somers Smith, 
Secretary of the Philadelphia Contribu- 
t'onship. 

Of course I cannot agree with you in 
the decidedly arbitrary position you have 
taken respecting Mr. Franklin’s activities 
in the founding of the Philadelphia com- 
pany and I think you are a bit hasty in 
— implication that such gentlemen as 

Edward R. Hardy of the New York Fire 
Insurance Exchange and W. E. Mallalieu 
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of the National Board of Fire Underwrit- 
ers “have not been too scrupulous” in in- 
corporating in their published works 
statements supporting the fact that Ben- 
jamin Franklin was active in the founding 
of the Philadelphia Contributionship. 

There really seems to be no hope of 
gain in continuing a controversial corre- 
spondence upon this subject since the po- 
sition you have taken in your letter to 
me seems to clearly indicate upon your 
part a bias which no amount of logical 
argument could overcome. Your letter 
to Mr. Smith clearly discloses that you 
have read only a part of the material 
which he sent you and certainly you have 
disregarded the evidence set forth in my 
letter to you of June th. That evidence is 
strong and undeniable and is further sup- 
ported by Mr. Ellis of the National Board 
in the letter which you quote to Mr. Smith. 

Mr. Franklin was numbered among the 
founders of many institutions besides that 
of the Philadelphia Contributionship for 
the Insuring of Houses Against Loss from 
Fire and I reafly believe that a large part 
of the intense feeling frequently displayed 
by stock insurance agents and the lesser 
officials of stock insurance companies is 
the result of chagrin because of the fact 
that Mr. Franklin founded a mutual com- 
pany instead of a stock company. 

Very truly yours, 
AMERICAN MUTUAL ALLIANCE, 
J. M. Eaton, 
Assistant General Manager. 


Of interest also are two letters 
written by J. Somers Smith, Secre- 
tary of the Philadelphia Contribution- 
ship, in reply to correspondence from 
Mr. Schaefer. 


THE PHILADELPHIA CONTRIBUTIONSHIP 
for the 

Insurance of Houses from Loss by Fire 

212 South Fourth Street 
Philadelphia, Pa. 
June 1, 1931. 

Mr. E. Paul Schaefer, 

Mount Kisco, New York. 

Dear Sir: 

We take pleasure in replying to your in- 
quiry of the 29th ult. by sending you here- 
with a pamphlet issued by this company in 
1906, entitled “Franklin and Fires,” and 
another issued in 1929, entitled “The Oldest 
American Fire Insurance Company,” by 
which you will see that our records show 
that Benjamin Franklin was certainly one 
of the founders of our company, was also 
the first director and also a policyholder. 

We would appreciate very much if you 
would advise us of any inaccuracies which 
you may find in advertisements of Mutual 
Insurance. 

Very truly yours, 
(Signed) J. Somers SmiruH, 
Secretary. 


And again on June 19 Mr. Smith 
wrote: 


Mr. E. Paul Schaefer, 
Mount Kisco, New York. 
Dear Sir: 


We have your letter of June 17th. 

In your letter of June 4th you stated 
that your interest in the matter of Frank- 
lin's connection with this company was 
“that of fact finding and not controversy.” 

We have given you the facts. Unques- 
tionably they prove that Benjamin Franklin 
was a founder, the first director and a 
policyholder of this company. If these 
facts were not what you hoped to find we 
can only express our regret in your dis- 
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appointment, but it is evident from your 
recent lengthy letters that your interest in 
the matter is not the simple one expressed 
to us in the beginning. 

It is advisable always, when challenging 
the accuracy of others, to be precise one- 
self, and your garbled quotation from our 
pamphlet “At the Sign of the Hand-in- 
Hand’ leads us to speculate upon the accu- 
racy of other statements you have made. 

_ Very truly yours, 
(Signed) J. Somers SmirH, 
Secretary. 

“None so blind or those who will 
not see.” And this we think should be 
the end of a discussion which is 
purely acedemic in the first place. As 
pointed out in our editorial page the 
success of mutual insurance now is 
more dependent on its record of 
achievement at the present time than 
on the fact that Franklin first spon- 
sored it. Thanks are due to those 
wise old heads who set the mutual 
machinery going, but what should be, 
and probably is, worrying Mr. 
Schaefer and his kind in 1931, is the 
steady progress of the idea of mutual 
insurance despite all that certain stock 
company agents can do to stem the 
tide. 

DO 


Twin Mutuals Affiliated 
with Lumbermens 
Mutual of 
Chicago 

HE Twin Mutual Fire Insurance 

Company of Boston has an- 
nounced that the company will in the 
future be operated in affiliation with 
the Lumbermens Mutual Casualty 
Company of Chicago. 

The Twin Mutual was a consoli- 
dation of the Grain Dealers Mutual 
Fire Insurance Company, the Auto- 
mobile Mutual Fire Insurance Com- 
pany and the Beacon Mutual Fire In- 
surance Company, all of Boston. It 
has specialized in the writing of auto- 
mobile grain and preferred classes of 
mercantile and dwelling business. 

James S. Kemper, president of the 
ILumbermens, has been elected presi- 
dent and general manager of the 
Twin Mutual, Shirley A. Ladd, vice 
president and secretary of the Twin 
since its organization as the Grain 
Dealers in 1907, continues in the same 
capacity. Assistant Secretaries Lord, 
Butler, Walsh and Nickerson also 
remain with the company. Dean K. 
Webster, president of the company, 
retires to devote his time to other in- 
terests including the presidency of 
the Approved Service Corporation, 
an insurance finance company oper- 
ating in New England and New York. 

New directors of the Twin in addi- 
tion to Mr. Kemper include H. E. 
Stone, president of the Lumber Mu- 





tual Fire Insurance Company and 
treasurer of the Federal Mutual Fire 
Insurance Company of Boston, H. G. 
Kemper, vice president of the Lum- 
bermens Mutual Casualty Company 
and the American Motorists Insur- 
ance Company and C, A. L. Purmort, 
vice president of the Lumbermens 
and president of the Central Manu- 
facturers’ Mutual Insurance Com- 
pany of Van Wert, Ohio. 


The Twin Mutual Liability Insur- 
ance Company which was the cas- 
ualty running mate of the Twin Mu- 
tual Fire has reinsured its outstand- 
ing policies as of June 1 in the Amer- 
ican Motorists Insurance Company, 
the casualty affiliate of the Lumber- 
mens Mutual Casualty Company. 


The latest financial statements of 
the two Boston companies as filed 
with the Insurance Departments show 
fire insurance in force of $64,000,000 
with premiums of $524,000. The 
casualty premiums in 1930 amounted 
to $2,152,000. The Twin Mutual was 
the fourth largest writer of automo- 
bile insurance in Massachusetts in 
1930. 

DO 


Amfico Club of Savan- 
nah, Ga., Opens Its 


Season 

The Atlantic Mutual Fire Insur- 
ance Company of Savannah, Georgia, 
announces the opening of its club 
house known as the Amfico Club on 
Tybee Island, near Savannah, for the 
season from June 6th to September 
Ist. 

This Club is maintained for the 
benefit of the agents and employees 
of the company, and every summer 
it is their privilege to spend a week at 
this ideal spot as guests. The club 
property is in excellent condition anc 
everything is in readiness for the 
entertainment of the Company’s 


agents throughout Georgia, North 
Carolina, South Carolina, Florida 
and Alabama. 


The property used by the Atlantic 
Mutual is a contact and meeting place 
for its agents and their families 
throughout the superior Southern 
States, and general agents for large 
mutual companies who come to Sa- 
vannah during the summer season 
for business with the Atlantic Mu- 
tual make this their headquarters 
while here. This gives the Atlantic 
Mutual intimate touch with its rep- 
resentatives and associates. 


of the Savannah Real 
Board recently were enter- 


Members 
Estate 


tained at the club house on the oc- 
casion of their annual outing. 
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The Federal Fire Council 


Government Departments Co-operate in 
Prevention Methods 


PON the invitation of the Sec- 
| | retary of Commerce, a meeting 

of representatives of Govern- 
ment departments and establishments 
was held last April to consider the 
possibility of joint action on fire pre- 
vention and protection for Govern- 
ment properties. An organization was 
formed, known as the Federal Fire 
Council, to function in advisory and 
informative capacity in this field. In- 
cluded in its scope are the formula- 
tion of recommended standards or 
policies relating to such items as exit 
requirements for buildings, protec- 
tion of records, elimination of fire 
hazards, fire detecting and extin- 
guishing equipment and fire alarm 
and patrol service, unless already 
covered by interdepartmental agen- 
cies. 

The activities of the organization 
are conducted mainly through com- 
mittees concerned respectively with 
fire hazards, apparatus and appliances 
and coordination of inspection within 
the different departments and estab- 
lishments. On request of Government 
officials concerned, inspections have 
been or are being made of welfare, 
correctional and penal institutions in 
the District of Columbia, bureaus that 
will occupy quarters in recently com- 
pleted Government buildings and of 
the Capitol group of buildings. The 
offer of the National Fire Protection 
Association to conduct inspections of 
a number of institutions outside of 
Washington was accepted with ap- 
preciation and engineers attached to 
the field service of this association are 
at present engaged on this project. 

The Committee on Apparatus and 
Appliances assists the Fire Hazards 
Committee in its inspection projects 
on matters pertaining to needed fire 
protection equipment. Its six sub- 
committees are also preparing ma- 
terial descriptive of the different types 
of fire protective devices such as man- 
ual fire extinguishers, permanently 
installed fire extinguishing systems, 
fire alarm equipment, motor driven 
fire apparatus and pumps, protection 
for openings, and office furniture and 
equipment. This includes definitions 
of the useful scope of application and 
effectiveness of the devices concerned 
together with approximate estimates 
ot cost. 

The Committee on Inspection and 
Interdepartmental Cooperation serves 





as a contact medium between agencies 
in the Government that are concerned 
with the fire hazard and assists in 
establishing such agencies where none 
now exist. At its organization meet- 
ing it was decided to obtain estimates 
of the amount, kind, and value of 
Government property subject to loss 
by fire and information on protection 
measures taken. An inspection man- 
ual that will contain essential infor- 
mation on fire hazards and protection 
methods is being prepared for the use 
of the inspection groups. 
“THREE quarterly meetings have 

been held at which reports of 
committees and other items of in- 
terest have been presented. An inter- 
esting report on the institutions under 
the Board of Public Welfare of the 
District of Columbia was presented 
at the June meeting. At the October 
meeting a report on the Patent Office 
as it will be in the new Commerce 
building was presented by the I*ire 
Hazards Committee. The officials of 
the Patent Office are making every 
effort to safeguard the valuable rec- 
ords, library and data, under their 
care, as a serious fire might easily be 
a calamity to the commercial world. 
The new Commerce building is of fire 
resistive construction with a mini- 
mum amount of combustible interior 
trim. Attention has been given to the 
prevention of spread of fire from 
floor to floor by inclosure of open- 
ings, and floor areas have also been 
subdivided by suitable partitions and 
doors. For several years the Patent 
Office has been working out a pro- 
gram of replacement with metal 
equipment. This program is well 
under way and it is expected that by 
the time the Office moves into its new 
quarters in December, 1931, a large 
proportion of its occupancy will be 
so equipped. 

At the same meeting the matter of 
protection for the book stacks in the 
new Annex to be built for the Library 
of Congress was discussed. The book 
stacks in the present building are open 
from top to bottom and a fire origi- 
nating anywhere within the stacks 
would spread rapidly. In the new de- 
sign, considerations are given to the 
possibility of providing fire stops at 
each stack level and maintaining 
smaller undivided areas than with the 
present stacks. 
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The general protection afforded 
books and records by the type of fur- 
niture and shelving used was dis- 
cussed and results of fire tests con- 
ducted at the Bureau of Standards 
with office and record storage occu- 
pancy, were presented. 

DOD 

T the recent January meeting, a 
further report was presented on 
a Federal correctional institution in 
the District of Columbia and rep- 
resentatives from the War and Navy 
departments gave an account of fire 
prevention and protection activities 

within these departments. 

The fire prevention section of the 
Office of the Quartermaster General 
is charged with the protection of 
property valued in excess of $1,600,- 
000,000. Purchases of fire protection 
equipment are made on one proposal 
to secure more advantageous prices 
and uniform quipment. Plans for new 
construction are reviewed and draw- 
ings and specifications prepared for 
any new fire protection equipment or 
water supplies that may be needed. 
Much progress has been made in the 
standardization of fire fighting equip- 
ment including the adoption of the 
national standard hose coupling 
thread and a single design for pump- 
ing equipment mounted on the Army 
standard truck chassis. 

The fire prevention activities of the 
Navy department divide themselves 
into two main divisions, those for 
land establishments and those for 
ships. The men afloat are made fa- 
miliar with the fire hazards and 
methods of prevention and extin- 
guishment cofmon to ship, by means 
of lectures, slides, films, and drill,s fire 
prevention being a subject in which 
a man must be proficient in order to 
be eligible for promotion. 

In shore establishments special at- 
tention is given to housekeeping and 
watchman service. All shops and 
buildings are cleared of waste mater- 
ial and debris at the close of day. 
Shore stations are equipped with mo- 
dern fire fighting equipment, and, in 
addition, each shop has its own or- 
ganization that answers fire calls 
within the shop, using hand fire ex- 
tinguishers and similar equipment 
until the arrival of the regular fire 
fighting force. 

As an indication of the effective- 
ness of the Navy’s fire prevention and 
protection work, on about $600,000,- 
000 worth of land property there has 
been an average annual loss of only 
$35,000, or 6/1000 of one per cent, 
over a period of three years. The per 
capita loss as figured on the number 


(Continued on Page 31) 
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. . , 
Commissioners 
Convention 
(Continued from Page 15) 


UMMARIZING the above, I sug- 
S gest: Put out of your states those 
few companies which cut rates be- 
cause they not only imperil their own 
solvency but imperil the solvency of 
the many others, and stop excess 
commissions and stop rebating. 

Finally, let me say that it is my 
opinion if the Insurance Departments 
will get behind the efforts of those 
Surety companies striving to do busi- 
ness in the right way, and vigorously 
discipline those who are not, their 
citizens will more surely be paid their 
losses, but if we do not get your sup- 
port, it is believed a much worse situ- 
ation will be created. 

| therefore hope a special com- 
mittee on Fidelity and Surety will 
take appropriate action and be di- 
rected to act promptly, to avoid, as 
far as may be, unnecessary damage. 

oom 

After the speech of Mr. Joyce, 
which was referred to a committee 
headed by Commissioner Don Lewis 
of South Dakota, Chauncey Miller of 
the Insurance Advertising Confer- 
ence urged that the commissioners 
should take summary steps to prevent 
new insurance companies from adopt- 
ing names similar to those ot well 
established companies, and J. D. Mac- 
(Quarrie of Utah called attention to 
the advisability of the commissioners 
making rulings jointly on many mat- 
ters instead of leaving each commis- 
sioner to act for himself. 

W. F. Roeber, General Manager of 
the National Council on Compensa- 
tion Insurance, outlined the history of 
compensation rates during the past 
eight years, stating that there had 
been an underwriting loss of $144,- 
643,568 and a decrease in rates of ten 
per cent. After explaining the reasons 
for rising costs in the compensation 
business he closed with a plea that 
the Commissioners consider seriously 
what emergency measures should be 
taken to give the companies the aid 
they need. 

()n the closing day of the conven- 
tion the Workmen's Compensation 
Committee of the National Conven- 
tion, under the chairmanship of Com- 
missioner Garfield W. Brown of 
Minnesota brought in their report on 
amendments to the National Coun- 
cil’s constitution as proposed by 
representatives of the council last 
December. The committee’s  state- 
ment follows in full. 
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Report of the Committee 

on Workmen's Compensa- 

tion on Certain National 
Council Amendments 


HE Committee on Workmen’s 

Compensation Insurance to 
which was referred certain amend- 
ments to the Constitution of the Na- 
tional Council on Compensation In- 
surance, having considered the same, 
submits the following report. 

These amendments raise one single con- 
troverted question, namely, whether it is 
the public interest for the National Coun- 
cil on Compensation Insurance to continue 
in force a system whereby participating 
and non-participating carriers act sepa- 
rately in determining their expense load- 
ings. Under the constitution as it existed 
before the amendment, questions of ex- 
pense loadings were determined by vote of 
the Rates Committee and of Regional 
Committees, a tie-vote on the Rates Com- 
mittee being resolved by vote of the repre- 
sentative of the National Convention, a tie- 
vote of a Regional Committee being re- 
solved by the Board of Appeals on which 
the representative of the National Con- 
vention held the decisive vote. This sys- 
tem could produce but one set of rates. 
The constitution as amended makes the 
filing of two sets of rates possible and 
even probable. 

While the National Convention has ex- 
pressed itself in favor of uniform rates, 
this has not been accepted as a definite rule 
of public policy by individual states. Some 
allow or even require rate competition. 
Some, where rate approval is required, 
permit more than a single set of rates. 
Some require all carriers to use the same 
rates. 

The use of uniform pure premiums is 
very definitely linked to the problem of 
securing rates that are adequate and rea- 
sonable. The use of uniform expense 
loadings is less closely related to this prob- 
lem; participating and non-participating 
carriers having very different expense re- 
quirements, and very different ways of 
doing business. It is difficult to adopt an 
expense loading which will be equally ad- 
vantageous to both sides. That companies 
should have very different views and very 
different interests on this subject is a neces- 
sary consequence, 


own 


FE are of the opinion that we are not 

justified in saying that under no con- 
siderations must the two sides make their 
own expense loading. If the public policy 
of the state permits different rates, two 
sets of rates are entirely possible which 
may be adequate and reasonable for the 
companies which use them. 


If the public policy countenances only a 
single set of rates, there seems no harm to 
let the proposals of both sides go to the 
supervising official, he being of course un- 
der the necessity of approving one and 
rejecting the other. To this extent we 
agree with the proponents of the amend- 
ments. 


On the other hand, we cannot agree with 
them to the extent of endorsing their plan 
in its entirety. In one sense, it may seem 
inappropriate for one group to pass upon 
questions involving the interests and _poli- 





cies of the other. Up to a certain point, 
however, this serves good purpose. It 
tends to expose latent defects and weak- 
nesses. It gives opportunity to voice ob- 
jection and avoid public controversy. We 
believe that both sides should be under 
some obligation to attempt to reconcile 
their views. This will tend to relieve com- 
missioners of the inconvenience of dealing 
with a double system of rates, and in states 
where only a single set of rates is per- 
missible, of the necessity of deciding be- 
tween group and group. It will tend to 
diminish the number of cases where the 
two groups air their differences in public, 
a process which does neither side nor the 
insurance business generally any good, 
Where the sides cannot agree, it is not fair 
that either should balk the other in getting 
its case befor the proper tribunal. If they 
are not content to abide by the decision of 
the representative of the National Con- 
vention, the most desirable procedure is 
that which gives both sides prompt and 
ready access to the final arbiter. But we 
believe that in justice to the Commissioners 
and in the companies’ own interest, the 
latter should adopt a procedure which does 
not preclude the consideration by either 
side of the proposals of the other and an 
endeavor by both to reach an agreement. 

We therefore recommend the passage of 
the following resolution: 

RESOLVED: That the National Con- 
vention of Insurance Commissioners dis- 
approves the amendments to the Constitu- 
tion of the National Council on Compensa- 
tion Insurance in their present form, and 
requests that the Council will restore the 
former procedure to the extent of requir- 
ing joint consideration of proposals touch- 
ing the expense loading; modifying the 
former provisions for resolving tie votes 
to the effect that ties on questions of ex- 
pense loadings shall be so resolved only in 
cases where a majority of both sides agree 
in advance to be bound by the decision; 
and that if either side does not so agree, 
then each side may adopt its own expense 
loadings in the manner provided by the 
amendments, subject to approval of super- 
visory authorities where required by law. 

The Workmen’s Compensation 
Committee next reported on_ their 
consideration of the memorandum of 


the National Council, as follows: 


Report of the Committee 

on Workmen's Compensa- 

tion on Memorandum of 
National Council 


HiE Committee on Workmen’s 
Compensation Insurance to 
which was referred a memorandum 
submitted by the Casualty Insurance 
Carriers, having considered the same, 
reports the following resolution: 
WHEREAS it appears that the Casualty 
Insurance Carriers are confronted with an 
emergency due partly to unfavorable ex- 
perience on their business generally, and 
due in great measure to losses on Work- 
men’s Compensation Insurance, which has 
for many years shown an unfavorable ex- 
perience, and 


WHEREAS the tendency of Compensa- 
tion Rating Plans now in force is to pro- 
duce inadequate rates, and 

(Continued on Page 24) 

















- Romance of Mutuals 


(Continued from Page 12) 


jamin Franklin on his house in High 
Street where Eden Haddock dwelt 
and another, also made at the request 
of Franklin, on his house in High 
Street where, as the record discloses, 
his family dwelt. There, too, may be 
seen the survey made of Carpenter’s 
Hall, that historic structure, still 
standing, wherein met the first Conti- 
nental Congress and whose walls rang 
to the impassioned pleas of Patrick 
Henry and his contemporary patriots. 
The Philadelphia Contributorship, 
America’s old “Hand in Hand” to the 
present day protects this historic 
structure against loss by fire.” 
Mig liyiiltsy 

ERE it possible for us to call 

up the shades of all those Co- 
lonial figures who, by reason of being 
policyholders, participated in the 
management of the early mutual com- 
panies, what a galaxy of ghostly fig- 
ures we would have, answering to 
names almost as familiar to the pres- 
ent generation as are the days of the 
week. Benjamin Franklin, economist, 
and founder of the business in Amer- 
ica; John Marshall, lawyer and law 
giver, upon whom fell the duty of 
examining and approving the Articles 
of the Mutual Assurance Society of 
Virginia, organized in 1795 and to 
which company he turned for protec- 
tion for the building which was to 
become famous as his dwelling place ; 
Thomas Jefferson, drafter of the 
Declaration, and father of Democ- 
racy, who secured from the Virginia 
company the policy protecting Monti- 
cello; Bushrod Washington, nephew 
of the General, who sought and se- 
cured protection on the now historic 
Mount Vernon. Others only a little 
less known would be in that company. 
In dress and deportment they might 
differ a little from the present day 
industrial, financial and political lead- 
ers of which they are the prototype, 
but in sound sense and business judg- 
ment one would compare well with 
the other. The frugality and sound 
economic sense which they displayed 
in the formation of these early mu- 
tual companies has been duplicated 
and handed down from generation to 
generation. The few companies or- 
ganized during the Colonial period 
now operate in company with some 
twenty-two hundred others, all 
founded upon the principles laid 
down in the organization of the old 
Contributorship. The spirit of con- 
servatism and solidity that went with 
the founding of mutual insurance has 
remained an inherent quality in its 
practice up to the present day. 
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Thus it may be seen that while the 
pessimistic editor of the “Insurance 
Monitor and Commercial Record” 
penned his dire predictions on a bleak 
January day in 1854 and the malevo- 
lent partisan of a later period turned 
a venomous pen against the same 
form of insurance protection, that 
ancient and honorable institution is 
today, except for refinements in its 
administration, no different than it 
was at the time Franklin guided his 
small group of long headed business 
associates through the intricacies of 
its organizations. 


Benjamin Franklin probably con- 
sidered his activities in bringing about 
the organization of America’s first in- 
surance company one of his minor 
accomplishments, little dreaming that 
in the year of his Lord 1930 it would 
stand as the patriarch among twenty- 
two hundred others, all founded on 
the same principles and serving in 
the field of fire and casualty insur- 
ance alone hundreds of thousands of 
policyholders; or that these same 
principles would come to be adopted 
by the great life insurance companies 
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25th Annual Convention 
Pennsylvania Association 


HE Pennsylvania State Associa- 

tion of Mutual Fire Insurance 
Companies held their twenty-fifth 
annual convention at the Hotel Abra- 
ham Lincoln in Reading on June 16th, 
17th, and 18th. 


Interesting addresses and round 
table discussions, together with a ban- 
quet and various items of entertain- 
ment filled the three days program to 
overflowing. 

Honorable Charles F. Armstrong, 
Insurance Commissioner of Penn- 
sylvania was the guest of honor at 
the banquet. Dr. Valgren of the 
Bureau of Agriculture was a speaker, 
as was Harry P. Cooper, Secretary 
of the National Association of 
Mutual Fire Insurance Companies. 


Officers of the Pennsylvania As- 
sociation are: 

Wilmer Crow, President, Harris- 
burg, Pa.; W. W. Dodson, First Vice 





Monticello, the Home of Thomas Jefferson 


which were to spring up for the pro- 
tection offered through 90,000,000 


separate policies. 


Franklin’s conservatism, his sound 
economic judgment and his frugality 
has thus been translated into terms of 
a great business—typically American 
in character—to which we of today 
are constantly turning for protection 
against the fortuitous occurrences of 
of a busy existence. 





President, Harrisburg, Pa.; F. J. 
Vareoe, Second Vice President, 
Honesdale, Pa.; Guy C. Eaby, Sec- 
retary and Treasurer, Lancaster, Pa. 





Executive Committee—Geo. F. 
Saubel, York, Pa.; J. R. Truxall, 
Greensburg, Pa.; Paul W. Pearson, 
West Chester, Pa.; H. Winslow Feg- 
ley, Reading, Pa.; H. B. Gibbel, 
Lititz, Pa.; Ellwood Hoot, West 
Point, Pa. 
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Commissioners’ 
Convention 


(Continued from Page 22) 


WHEREAS a continuation of these con- 
ditions seems likely to imperil the condi- 
tion of compensation carriers, be it 

RESOLVED, That it is the judgment 
of the National Convention of Insurance 
Commissioners that the emergency con- 
fronting Casualty Insurance Carriers writ- 
ing Workmen's Compensation Insurance 
warrants immediate action by the Carriers, 
by the National Council on Compensation 
Insurance, and by individual commission- 
ers, to the end that the situation due to 
said emergency now confronting the com- 
panies may be met. 

The Convention also believes that it is 
the duty of Carriers to make immediate 
investigation to see what items of cost can 
be eliminated, and what economies in the 
operation of their business can be effected. 


GARFIELD W. BROWN 
For THE COMMITTEE. 


G. S. Van Schaick of New York, 
at an executive session, explained the 
reason for his recent order requiring 
companies to follow the rate sched- 
ules in his state, asked for the co- 
operation of other states in order to 
make the New York action effective. 
The Commissioners pledged _ their 
support to such a campaign in ap- 
proving a resolution presented by 
Commissioner Howard P. Dunham 
of Connecticut, which read as fol- 
lows: 

“Resolved, That this convention go on 
record as against unfair competition and 
rate cutting among insurance companies 
transacting insurance business in this coun- 
try and asks the insurance companies to 
co-operate in an endeavor to prevent dis- 
criminatory practices; and, further, that 
we as commisioners shall report to the 
secretary of this convention any of these 
unauthorized and illegal practices in our 
respective states.” 

The Convention voted to hold the 
fall meeting in Portland, Oregon, and 
the dates for the gathering were an- 
nounced to be Sept. 14th, 15th, and 
16th. 
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Group Life Insurance in 
Various Industries 

Bank employes as a class are better 
protected by group insurance than 
other workers, according to a survey 
made by the American Bankers As- 
sociation Journal, which is analyzed 
by William R. Kuhns in the June 
issue of the publication. The average 
life coverage per bank employe ex- 
ceeds $2,000, compared with a gen- 
eral average of $1,200 for all workers 
benefitting from some form of group 
insurance, he says. 

“If we take into consideration the 
value of individual policies held by 
salaried workers and wage earners on 
their own account, we find that the 
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average protection for wives and 
families in this class is approximately 
$500,” writes Mr. Kuhns. “This 
means that bank workers protected 
under some form of group insurance 
are more than four times as well off 


as their fellow workers in other 
fields.” 
In the United States, out of a 


total of slightly more than $10,000,- 
000,000 of group insurance in force, 
$550,000,000 represents protection 
for bank workers and their families 
and the amount is raising steadily, 
while in the last half dozen years the 
number of bank employes benefitting 
has increased from 50,000 to 200,- 
000, he says. 

A typical group plan provides re- 
tirement annuities, life insurance, 
accidental death and dismemberment 
insurance, weekly incomes in case of 
sickness or non-occupational acci- 
dents, total and permanent disability 
payments, cash surrender values, free 
nursing service and health insurance. 

QOD 


L. A. Mingenbach Elected 


as Vice-Pres., Hardware 
Dealers Mutual 


T the recent annual meeting of 

the Hardware Dealers Mutual 
lire Insurance Company, L. A. Min- 
genbach was elected Vice-president. 
Mr. Mingenbach was formerly sec- 
retary of the Federation of Mutual 
‘ire Insurance Companies and came 


to the Hardware Dealers Mutual 
five years ago,. where he rapidly 


made a pronounced success. 


The complete roster of the officers 
of the Hardware company includes, 
chairman of the board, O. P. Schla- 
fer; President, P. J. Jacobs; Vice- 
president, L. A. Mingenbach; Secre- 
tary, H. U. Brown; Treasurer, M. J. 
©’Brien; Assistant secretary, F. J. 
Pfiffner; Assistant secretary, C. L. 
Daniels; Assistant secretary, W. G. 
Stevens; Assistant treasurer, K. E. 
Schenk. 

This company’s premium income 
combined with that of the Hardware 
Mutual Casualty company increased 
by over $800,000 during 1930, in spite 
of the depression. 

Officers of the Hardware Mutual 
Casualty Company are: 

Chairman of the board, O. P. 
Schlafer; President, Carl N. Jacobs ; 
Vice-president, P. J. Jacobs; Secre- 
tary, Kk. W. Pfiffner; Treasurer, R. 
I. Evans; Assistant, secretary,H. J. 
Schroeder ; Assistant secretary, K. B. 
Willett; Assistant secretary, J. B. 
Beach; Assistant treasurer, T. C. 
Hanna; Actuary, N. E. Masterson. 





General Mutual Life Co. 
Has Good First Year 


T the first annual meeting of the 
General Mutual Life Insurance 
Company of Van Wert, Ohio, L. G. 
Purmort Vice-president, and O. M. 
McGee, superintendent of agents, 
were re-elected to the board of di- 
rectors for a term of three years. 
This company which began opera- 
tions in July 1930 has had a prosper- 
our initial year. C. A. L. Pormort is 
president and C. M. Purmort is sec- 
retary. 
DOD 


Guy M. Davison of Lin- 
coln, Neb., Passes Away 


T is with much regret that we 

chronicle the death of Guy M. 
Davison, Secretary-Treasurer of the 
Union Fire Insurance Company of 
Lincoln, Nebraska. Mr. Davison has 
long been prominent in mutual cir- 
cles and his passing is felt as a great 
loss by his multitude of friends and 
business associates. 


Ce 
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David J. Price Now Ph. D. 


HX Graduate School of Amer- 

ican University, Washington, 
D. C., conferred the degree of Doc- 
tor of Philosophy upon David J. 
Price of the Bureau of Chemistry 
and Soils, U. S. Department of Agri- 
culture, June 1. The degree was 
conferred on Mr. Price in recogni- 
tion of I\is work on the study of the 
causes and control of dust explosions 
which cause heavy losses in many 
manufacturing and milling industries, 
as well! as in grain elevators, thresh- 
ing machines and cotton gins. 

Mr. Price is known internationally 
for his studies of explosive dusts and 
fire prevention. He is the author of 
a text book on his subject and of nu- 
merous technical and scientific arti- 
cles. a number of which have 
appeared in the Journal of American 
Insurance. 
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Northwestern Mutual Fire 
Assn. Gets First Prize for 
Advertising 

T the recent “Advertising Ac- 

hievement Week’ Exhibit of 
the Advertising Club of Seattle, the 
display of the Northwestern Mutual 
Fire Association was awarded first 
prize in the Direct Mail Division. 
The display was later exhibited at 
Long Beach, California during the 
convention of the Pacific Advertis- 


ing Clubs Association. 
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Unemployment and Insurance 


A Comprehensive Review of the Efforts Made to Relieve the Distress of 
Men Out of Work and a Suggested Modern Remedy 


HE problem of unemployment 

probably antedates the Chris- 

tian era, although attempts to 
solve the problem through the appli- 
cation of insurance principles are of 
comparatively recent origin. In earl- 
ier times when agriculture and the 
raising of livestock furnished the 
chief means of livelihood and each 
family was a substantially self-sus- 
taining economic unit producing 
nearly all of what it consumed, the 
problem of unemployment was un- 
known. There was an abundance of 
land and as the population increased 
the excess numbers merely spread 
out over a larger territory. With im- 
provement in methods and elementary 
specialization in industry, the exten- 
sion of barter and trade and contin- 
ued growth of population, the self- 
sustaining economic unit was gradu- 
ally broken down. While there are 
few records which furnish any infor- 
mation upon the extent of unemploy- 
ment prior to the beginning of the 
Christian era, it unquestionably must 
have existed at least to the extent that 
a comparatively substantial’ propor- 
tion of the population was not gain- 
fully employed. When conditions 
reached a stage where the land held 
by a tribe, city, state or nation was 
unable to provide a living for the 
population under the existing state 
of political economy and land was not 
otherwise available, forcible occupa- 
tion by war and conquest frequently 
resulted. Numerous instances in his- 
tory bear this out. Warfare provided 
an occupation for considerable num- 
bers that would otherwise have been 
unemployed. 

Rome had its unemployment prob- 
lem, which resulted mainly from pe- 
riodic demobilization of troops fol- 
lowing civil wars and external wars 
for world conquest. The seriousness 
of the problem was further accentu- 
ated by an influx of population, 
mostly plebian, from the provinces. 
How did Rome cope with the prob- 
lem? It attempted to solve it begin- 
ning in the later days of the Republic 
through its so-called “Corn Laws” 
which eventually developed into noth- 
ing more or less than a “dole,” ener- 
vating, demoralizing and steadily in- 
creasing the proletarian element of 
the population. While history shows 
that the fall of Rome was due not to 


By THOMAS F. TARBELL 
President of the Casualty 
Actuarial Society. 

Excerpts from An Address Recently Made Before 
the Spring Meeting of the Society. 


any single event or cause but to va- 
rious interrelated causes, it is not un- 
reasonable to assign as one contribut- 
ing cause the failure to solve the un- 
employment problem. 

Through the Middle Ages there 
was little industrial unemployment as 
the economic status of society under- 
went a rather revolutionary change. 
A large part of the population of 
urope was embraced in the feudal 
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system. The manor became the eco- 
nomic unit and the lower strata of 
society—particularly the serfs—lost 
both economic and political independ- 
ence. Agriculture and allied pursuits 
were the chief means of livelihood 
and economic progress was slow. 
Population crowded the means of 
subsistence but wars, particularly the 
Crusades, furnished an outlet for the 
excess population and kept the un- 
employment problem from becoming 
acute. 


DS 
OWARD the close of the Middle 
Ages there was a gradual change 
and improvement in the status of the 
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Falling Off of Freight Traffic Has Contributed Much to the Army of the Unemployed 
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erstwhile serf eventually resulting in 
greater economic and political free- 
dom. The town succeeded the manor 
and the family once again became the 
economic unit. Industry became 
more diversified and specialized. The 
tradesman, artisan and professional 
classes gradually increased in num- 
bers. At first the artisan was an in- 
dividual worker. Production was by 
the so-called domestic system in 
which each artisan’s home was his 
factory. The individual craftsman 
was the unit of industry. During this 
period unemployment was not a seri- 
ous factor due to several forces tend- 
ing to offset the effect of improve- 
ment in methods of production and 
the tendency of population to outrun 
the means of subsistence. Wars were 
more or less prevalent, commerce 
with the Far East increased by leaps 
and bounds, and colonization, partic- 
ularly in America, furnished both a 
safety valve for excess population 
and a market for excess production. 

The British industrial revolution 
dating from the epoch making inven- 
tions of Arkwright and Hargreaves 
in the textile field in the latter half 
of the eighteenth century followed 
closely by Watt's accomplishments in 
the development of steam generated 
power ushered in the factory system 
and unemployment in its modern as- 
pects. This initial step in the mechani- 
zation of industry and the substitu- 
tion of the factory system of mass 
production for the domestic or indi- 
vidual artisan system resulted in a 
vast amount of unemployment and 
attendant ills. However, other con- 
current economic changes in England, 
including a more equitable distribu- 
tion of land, improved agricultural 
methods, the increased demand for 
products as a result of the great de- 
crease in the cost of manufacturing 
goods and the continuance of other 
favorable factors temporarily righted 
the economic structure, but since the 
industrial revolution there have been 
recurring periods of unemployment, 
some of mild others of severe conse- 
quence, although the tendency has 
been toward increased severity. It is 
unnecessary to specifically enumerate 
them. 

Unemployment is a condition con- 
comitant with the evolution of civili- 
zation and economic progress. It 1s 
primarily due to economic and psy- 
chological conditions which are diffi- 
cult to control or modify. In view of 
the experience of the past it 1s prob- 
able, if not certain, that periods of 
unemployment will be encountered in 
the future. 

The fundamental causes of present 
day unemployment are not readily 
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susceptible to segregation and analy- 

sis. They are probably in most in- 

stances composite and the degree of 
importance of any single element is 
problematical. The proximate causes 

are better known and there follows a 

partial list of the more important 

ones: 

1. Overproduction. 

2. Overdevelopment of markets. 

3. Mechanization of industry. 

4. Loss of markets from various 
causes, such as changes in fash- 
ions, erection of tariff walls, 
embargoes, etc. 

Seasonal and temporary indus- 

tries. 

6. Industrial disputes — strikes, 

walkouts and lockouts. 

Individual human deficiencies— 

physical, mental and moral. 

&. Lxcess productive capacity, such 
as is found in the boot and shoe 
and bituminous coal industries. 

9, (verpopulation. 


cn 
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VERPRODUCTION, the most 

important proximate cause of 
acute or cyclical unemployment, is 
due to both psychological and eco- 
nomic factors. Human optimism in 
periods of business expansion, espe- 
cially in the United States, results in 
caution being thrown in the discard. 
There is a feeling or hope that eco- 
nomic laws have changed and that a 
new era has dawned promising con- 
tinuous industrial prosperity. How- 
ever, the inexorable law of supply 
and demand is still as potent as ever 
and any attempt to disregard it is only 
courting disaster. Outstanding in- 
stances of this are the recent well 
known but disastrous efforts to sta- 
bilize the prices of crude rubber, 
sugar, coffee and, last but not least, 
wheat. ; 

Another factor of overproduction 
which has not received as much em- 
phasis as it is probably entitled to in 
connection with the current business 
depression is overdevelopment of 
markets. Ly overdevelopment of 
markets is meant mainly instalment or 
deferred payment selling. Business 
leaders hesitate to assign much weight 
to this factor probably because it has 
become a business institution which 
is relied upon to help the business 
situation once the corner has _ been 
turned and public morale exhibits a 
more optimistic tone. Instalment sell- 
ing is unquestionably here to stay. 
Its effect in the present unemploy- 
ment situation undoubtedly has been 
both to increase the intensity and pro- 
long the duration of the business de- 
pression since in addition to the neces- 
sity of liquidating existing obligations 
the uncertainty of continued employ- 





ment tends to act as a deterrent upon 
the assuming of new obligations call- 
ing for a lien upon future earnings. 

Mechanization of industry and loss 
of markets result in what is generally 
defined as technological unemploy- 
ment. They are forces or factors 
which have been in operation since the 
industrial revolution. It is doubtful 
if they in general have more than a 
collateral effect upon cyclical depres- 
sions. Economists are not agreed 
upon this point. We know that sci- 
ence and invention as effecting have 
made great strides during the present 
century, particularly in the last fifteen 
years. Labor requirements per unit 
of production have been decreased— 
in some cases very materially—in 
practically every line of productive 
enterprise. The following examples 
of the part the machine has played 
in displacing manual labor have been 
cited.* In agriculture the output since 
1910 has increased twenty-eight per 
cent. with a labor force reduced six 
per cent.; a tractor plows eight acres 
of soil in the time required for a man 
with a horse to plow one acre; forty- 
five thousand harvesting machines 
have displaced one hundred and thirty 
thousand farm hands. In the automo- 
bile industry it is estimated that over 
all sixty-six men out of every hun- 
dred have been replaced by machines 
during the past sixteen years. In the 
clothing industry one clothing-making 
machine displaces twenty-five girls. 
Similar examples are shown for prac- 
tically all important industries. It is 
also pointed out that technological 
unemployment affects not only the in- 
dustrial worker but also the so-called 
“white-collar” worker, through more 
and improved types of bookkeeping 
and calculating machines, robot sales- 
men, and the elimination of duplicate 
sales and office forces as a result of 
mergers. This last factor has been of 
considerable consequence during the 
past few years. 


HAT becomes of the displaced 

workers? Clearly, the effect of 
mechanization of industry would be 
appalling were there not compensat- 
ing factors. Some of the workers find 
employment in producing the ma- 
chines that have displaced them and 
other workers; increased demand re- 
sulting from decreased production 
costs furnishes employment — for 
others ; new and expanding industries 
assimilate a portion and, no doubt, 
some are unable to effect their indus- 
trial rehabilitation. Other forces 
which have operated to counteract the 
effect of unemployment due to mech- 


*‘Technological Unemployment” — Michael B. 


Scheler, Annals of the American Academy of Polit- 
ical and Social Science, March, 1931. 

















Much Employment Also Hinges on When It Will Again Be Profitable to 


anization are the rapid growth or de- 
velopment of such industries as con- 
struction, electric light and power and 
other utilities, automobile and air- 
craft, petroleum, radio and motion 
pictures. 

Seasonal and temporary industries 
account for a certain amount of ex- 
pected unemployment which, how- 
ever, is not of major importance. Un- 
employment from this source presents 
no social or economic problems of 
general interest. In fact, such indus- 
tries often provide a stepping stone 
in the transfer of displaced workers 
from one industry to another. 

Unemployment arising from indus- 
trial disputes is usually of local inter- 
est only and is distinctly a problem to 
be solved by the respective parties in 
industry. 

The problem of those out of work 
because of human deficiencies is a so- 
cial rather than an industrial problem. 
Those embraced in this classification 
might be more accurately classed as 
unemployable than as unemployed. 

I-xcess productive capacity tends to 
produce a sort of chronic state of un- 
employment. This is particularly true 
in countries, states or localities where 
it has been the custom for men to 
follow the occupations, trades, etc., 
of their fathers and grandfathers be- 
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fore them. A good example of this 
is the excessive labor supply in the 
boot and shoe industry, which is more 
or less concentrated in New England, 
particularly in Massachusetts, and 
which is suffering from the effects of 
improvement in production methods 
and decreasing demand for American 
made shoes. The assimilating of the 
excess workers in other industries has 
not made very much progress. 
Increase in population, according to 
the theory advanced by Malthus, 
tends to crowd the means of subsist- 
ence and reduce the standard of liv- 
ing. In a country where agriculture 
and allied industries are the chief 
means of livelihood and methods of 
production are primitive or ineffi- 
cient, overpopulation results in ex- 
treme poverty and other social ills af- 
fecting a very large proportion of the 
population. China furnishes an out- 
standing example of the effects of 
overpopulation in such a country. A 
large proportion of the population is 
always on the verge of starvation and 
overpopulation is only kept within 
reasonable bounds through the opera- 
tion of natural and economic laws. 
The safety valve provided by nature 
in case of China is drought, resulting 
in decimation of the population 
through resultant famine and disease. 
In more advanced industrial nations, 





Let the Oil Fields Produce to the Limit 


unless an outlet is provided for excess 
population through immigration, 
commerce, warfare, etc., the resultant 
overpopulation contributes to or at 
least intensifies unemployment. This 
is particularly true where unsound 
economic theories are being followed. 
The statement has frequently been 
made in connection with the British 
unemployment insurance scheme that 
Great Britain has at the present time 
an excess industrial population of ap- 
proximately 1,000,000 individuals. 
Cyclical unemployment is generally 
international in scope. This is par- 
ticularly true of the current business 
depression. While accurate data as 
to the extent of unemployment in the 
United States is not available, pre- 
ponderance of estimates places the 
maximum number of unemployed 
during the past few months at ap- 
proximately 6,000,000, about 12 per 
cent. of the population of 50,000,000 
normally gainfully employed. In 
Great Britain and Germany where 
more accurate records are available in 
connection with national unemploy- 
ment insurance schemes recent data 
indicate maximum numbers of unem- 
ployed of 2,500,000 and 4,500,000 re- 
spectively. The corresponding ap- 
proximate exposures, insured work- 
ers, are 13,000,000 and_ 18,000,000 
producing unemployment ratios of 
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about 19 per cent. and 25 per cent. 
respectively. Exact numbers and ra- 
tios are not essential. The universal- 
ity and severity of unemployment are 
so well appreciated as to require no 
further statistical evidence. 
OOD 

\\ THAT should be our attitude— 

that is the attitude of society— 
toward the unemployment problem? 
It is a problem that concerns every 
citizen as it affects national welfare 
and prosperity. In its consideration 
due importance should be given to 
the fact that the problem is one pri- 
marily of economic evolution and sub- 
ject to economic laws and that while 
the manifestations and effects of such 
laws may vary from time to time in 
accordance with the existing condi- 
tions, the fundamental laws do not 
change. 

Various solutions of the unemploy- 
ment problem in this country have 
been proposed during recent months. 
These fall roughly into two classifica- 
tions—prevention and insurance. 

Many of our business leaders and 
economists stress the point that what 
is needed is employment assurance 
rather than unemployment insurance. 
The daily press and other publications 
have carried in the past few months 
numerous suggestions for the stabili- 
zation of employment such as: ad- 
vance planning of public works (as 
provided, for example, in the recently 
enacted Federal Employment Stabili- 
zation Act) ; improved sales forecast- 
ing; control of production schedules 
through advance planning; better or- 
ganization of the labor market; stag- 
gering or dividing the work so as to 
give a smaller share to a great num- 
ber; making repairs, painting and 
general overhauling in periods of 
slackness, etc. 

While the current depression has 
unquestionably taught business and 
industry certain lessons that will have 
a beneficial effect upon the severity 
and duration of future cyclic unem- 
ployment and preventive measures 
and any rational schemes for reducing 
the severity of unemployment should 
be heartily endorsed, it scarcely can 
be expected that preventive measures 
will entirely eliminate unemployment 
any more than industrial accident pre- 
vention will completely eliminate in- 
dustrial accidents. 

The subject of unemployment in- 
surance is not a new one to bring be- 
fore the actuarial profession as papers 
and discussions upon the subject are 
to be found in the publications of our 
Society, the Actuarial Society of 
America and American Institute of 
Actuaries. The following is a list of 
the papers that have appeared in the 
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publications of the various societies 
during recent years: 


Unemployment Insurance — Leo. 
Wolman. 
Proceedings of the Casualty Ac- 
tuarial Society, 
Volume IX, Part I, (No. 19), 
November, 1922, Page 86. 


Unemployment Insurance — J. D. 
Craig. 
Transactions, Actuarial Society 
of America, 
Volume XXIV, Part One, (No. 
69), May, 1923, Page 168. 


Unemployment Insurance—Marcus 
Gunn. 
The Record, American Institute 
of Actuaries, 
Volume XII, Part I, (No. 25), 
June, 1923, Page 1. 


Can Insurance Help the Unemploy- 
ment Situation?—I. M. Rubinow. 
Proceedings of the Casualty Ac- 

tuarial Society, 
Volume XIV, Part IT, (No. 30), 
May, 1928, Page 373. 


Unemployment Insurance — Rein- 
hard A. Hohaus. 
The Record, American Institute 
of Actuaries, 
Volume XIX, Part I, (No. 39), 
May, 1930, Page 33. 


These papers and discussions con- 
tained in subsequent issues of the 
proceedings of the various societies 
contain much valuable data and ideas 
on this subject. 


Insurance against unemployment 
may be either compulsory or volun- 
tary and there are numerous exam- 
ples of each form. Most of the im- 
portant industrial countries in Europe 
have concluded that unemployment is 
unavoidable and have provided for 
compulsory state plans of insurance. 
The outstanding example of compul- 
sory state unemployment insurance is 
the British Unemployment Insurance 
Act, adopted in 1911. It originally 
included only a few industries (about 
2,225,000 workers). Its scope has 
been gradually extended until at pres- 
ent it embraces practically the entire 
working population excluding agri- 
cultural laborers and domestic ser- 
vants. In the beginning employers 
and employees each contributed five 
cents and the State three and one- 
third cents a week. Rates of contri- 
bution have been gradually increased 
until at present for male employees 
between ages 21 and 64 they are: em- 
ployer sixteen cents; employee four- 
teen cents; State fifteen cents. Simi- 
larly, the qualifications for benefits 





have been gradually liberalized. At 
the inception of the Act a claimant 
must have been employed twenty-six 
weeks in an insured trade in the five 
years preceding the claim. At the 
present time the requirement is thirty 
weekly contributions in the last two 
years. There is, however, a tempo- 
rary provision in the Act permitting 
qualification for benefits if eight 
weekly payments have been made in 
the last two years or thirty weekly 
payments at any time (cost of benefits 
under this provision borne entirely by 
the State). The benefits have been 
gradually extended. The original ben- 
efit in case of males was $1.70 per 
week with a one week waiting period 
and maximum benefit period of fif- 
teen weeks. At the present time the 
benefit is $4.14 per week for the em- 
ployee, $2.19 per week for adult de- 
pendents and $.49 per week for each 
dependent child. The waiting period 
is six days and there is no limiting 
maximum period of payment. 


The original act provided for bor- 
rowing from the Treasury to the 
amount of $14,600,000. The fund 
was in a solvent condition until 1922. 
Since that time the deficit has in- 
creased rapidly and the limit of bor- 
rowing from the Treasury was raised 
in 1930 to $340,700,000. Recently a 
bill was introduced in the House of 
Commons raising the fund’s  bor- 
rowing power to approximately 
$450,000,000 and it has been esti- 
timated by the Labor Ministry that 
the debt to the Treasury may shortly 
reach $500,000,000. . 


The contributions of the State to- 
gether with loans from the Treasury 
have so far cost the Treasury ap- 
proximately $1,000,000,000. This is 
exclusive of the so-called additional 
“out-of-work donations” inaugurated 
in 1918 to furnish money to ex-serv- 
ice men and civilians thrown out of 
wartime occupations and the “extend- 
ed benefits” introduced in 1921 to care 
for the large number of unemployed 
workers ineligible for benefits. The 


entire cost of these additional fea- 
tures has been borne by the 
State and probably amounts to 


somewhere between $500,000,000 and 
$1,000,000,000. 


(Concluded in Our Next Issue) 


The next installment of this article 
will deal with further details of un- 
employment insurance in England, 
and will take up the efforts of Ameri- 
can concerns to solve the problem. 
The final conclusion of the author 
will also be found of stimulative in- 
terest. 
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Canners Can “Can” Accidents 
As Demonstrated by Employers Mutual Liability Co. 


HE second Canners’ No-Acci- 

dent Contest was conducted for 
the canning industry in Wisconsin 
and Minnesota during the year 1930. 
The value of organized accidcnt pre- 
vention work was again abiy dem) 1- 
strated in the results achieved. Noth- 
ing is so important in accident pre- 
vention as the active and conscientious 
cooperation of the management. 
There must be a sincere desire on their 
part to improve not only physical 
conditions in the plant and operations, 
but also a desire to establish in the 
minds of the workers a safety com- 
plex. All accident prevention regard- 
less of its nature is a state of mind. 
All the guards in the world will not 
prevent an accident if the employee 
does not use the guard as intended. 
Senseless michines have never caused 
accidenis and never will—it always 
requires the thoughtlessness of scme2 
individual to provide the trouble. 

To overcome this hazard, it is nec- 
essary for the management to lead 
the way. This, however, is difficult 
for many managements to realize un- 
til they find that the cost of accidents 
in their plan: is « drain on ther profits. 

The canners were divided into five 
groups according to man‘ hours re- 
ported. The winner of each group 
was given the Canners’ silver cup as 
shown in the illustration. Those 
plants having perfect records but not 
reporting enough man hours to win 
the cup, were given the certificate of 
merit as shown in the illustration. 
This was framed for them ready to 
be presented at a gathering of em- 
ployees and officials. 


NE of the successful plants in 

this campaign which was ac- 
tively supported by the management 
writes as follows: 

“We sincerely hope that you will 
see fit to continue this campaign dur- 
ing the coming season. 

The presentation of the cup to the 
Superintendent of our No. 2 Plant 
was the occasion of the meeting at 
the Fairmont Hotel to which you re- 
fer. We feel that this meeting went 
off in fine style and that a great deal 
of benefit was derived from it by our 
plant men. In fact, a great number 
of them have informed the writer of 
the benefit they derived from this 
meeting. 

All of our plant superintendents 
express their hope of being able to 
win a cup for their plant during the 


coming season. We believe that this 
cup contest keeps before the:r minds 
the matter of plant safety in a way 
in which it would be difficult to excell. 
We feel that it is all a part of the 
excellent effort which your company 
is doing in the promotion of safety 
in the Canning Industry. 


















Blair Canning Cfompany 
Blair. Wisconsin 
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First Prize Trophy and Certificate of 
Merit Awarded Safety Contest Among 
Canning Factories. 


We congratulate you on this cup 
contest and sincerely hope that you 
will continue it for us during the 
coming season.” 


In organization there is strength, 
and to successfully combat accidents, 
we must have organization. This re- 
quires the unlimited cooperation of 
all concerned. It is hoped that to 
this year another record may be es- 
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tablished in the canning industry for 
the good of all engaged in this work. 
When this prevails, accidents must 


leave. It is highly important, of 
course, that the employees be edu- 
cated in their hazards, and the re- 
quirements of their jobs. Complete 
instructions should be given by the 
foremen and no detail overlooked. 
A little knowledge is a dangerous 
thing and therefore pains should be 
taken by the management through 
the foremen and superintendents that 
employees become thoroughly  ac- 
quainted with their hazards. 

With this in mind and on the basis 


of the Canners’ Contest of 1929, the 
Employers Mutual Liability Insur- 


ance Company prepared the 1930 
campaign for the canners. 
All of these features were em- 


bodied in pamphlets issued by the 
Employers Mutual Liability Insur- 
ance Company to the thousands and 
thousands of workers in the canning 
industry. Safety bulletins were dis- 
tributed regularly for posting on the 
bulletin boards depicting some of the 
common hazards in canning and the 
cure. Regular shop safety talks were 
given at convenient points so that 
employees could attend these safety 
rallies. Two industrial nurses on the 
staff of the Employers Mutual made 
regular visits to the canning factories 
determining and looking into occupa- 
tional hazards that come up because 
of different operations in this work. 


Throughout the entire campaign a 
splendid spirit of cooperation was 
manifested by not only the manage- 
ment but also the employees. 


With an increase of 16% in the 
total man hours reported in 1930 over 
1929, a 4% decrease was shown in 
the number of days lost. A 3% in- 
crease was shown in the frequency 
to a 26% decrerse in severity. 


The surprising feature of the en- 
tire campaign was the fact that in 
1930 twenty-five plants had perfect 
records in that they did not report a 
lost time accident for the six months 
of the campaign. In 1929 twenty-six 
plants reported perfect records. Out 
of the twenty-five plants reporting 
perfect records for 1930, eleven plants 
were repeaters, having had no lost 
time accidents in 1929 or 1930. There 
was a 6% increase in the number of 
man hours reported by these twenty- 
five perfect plants over the plants of 
1929 showing a perfect record. The 
total man hours reported for all of 
the plants registered in this campaign 
amounted to 7,104,205. 
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Value of Cool Headed 
Workmen in Preventing 
Disaster 


N one of the big malleable iron 

plants in Detroit there recently 
occurred one of those industrial ac- 
cidents which was not only unusually 
remarkable, but called for strictest 
army discipline and individual hero- 
ism from common laborers. 

Owing to running too many heats 
on the brick a horizontal furnace 
containing twenty-five tons of metal 
let go, blowing the arch in the end of 
the furnace through the stack, the 
white-hot river of metal gushing out 
over the floor of the plant. 

Immediately plant discipline and 
industrial safety training took .con- 
trol. The fire department was called, 
plant foremen instantly gave com- 
mands to their men who began the 
dangerous work of smothering the 
fire and controlling the spread with 
sand. 

While thus engaged the firemen 
entered the building dragging their 
hose. The mill laborers saw them 
come in, and realizing that even a 
small amount of water on the molten 
iron would cause an explosion which 
would wreck the plant and probably 
cost many lives, forcibly ejected the 
threatening nozzle and set guards to 
prevent its recurrence. 


LANT foremen and laborers 

after covering the stream with 
sand, bridged the hot metal with 
planks and, using iron rails, broke up 
the cooling iron which had submerged 
the narrow guage plant tracks. This 
was exceedingly perilous work as one 
misstep on the planks would have 
meant a body or limbs burned to a 
cinder. 

After breaking up the metal the 
chunks weighing from one to five 
tons were “snaked” out with tractors. 

The seventy-five men worked from 
4:30 p. m. until 1:00 a. m. before all 
was clear again. 

To one witnessing this fight of men 
against metal it would have seemed 
impossible that the men could have 
won without loss of a life-without 
horrible burns, but two men only 
suffered slightly singed faces. 

P. W. A. Fitzsimmons, President 
of the Michigan Mutual Liability 
Company of Detroit, who carried this 
risk, said, “The executives, foremen 


and men of this plant deserve the 
highest praise for their perfect organi- 
zation, discipline and safety training 
which alone prevented a costly ca- 
tastrophe. Never before in my in- 
surance experience have I seen such 
a remarkable example of clear think- 
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inging and faultless action by a large 
number of men suddenly confronted 
with such danger.” 


Oso 


South Carolina Raises 
Tax on Insurance 


Premiums 

Governor Ibra C. Blackwood who 
recently conducted hearings to deter- 
mine whether he should sign a mea- 
sure passed by the legislature of that 
state increasing by one per cent the 
taxes on insurance premiums, finally 
signed the bill on June 17th. The act 
became effective on that day. 

Osos 
Oregon License Law for 
Agents to Go to United 

‘States Supreme Court 

The recent discussion of the United 
States District Court for the District 
of Oregon which held invalid an Ore- 
gon statute imposing a license fee of 
$500 on a foreign fire insurance com- 
pany, for each agent in addition to 
one in communities of tess than 80,000 
population, and in addition to two 
in larger communities, has been taken 
to the United States Supreme Court 
for review. 

In the Oregon court decision the 
statute was also ruled invalid even 
if construed as applying to all insur- 
ance companies both domestic and 
foreign, because of providing an un- 
reasonable and unconstitutional inter- 
ference with the right of a company 
to transact business. The United 
States Supreme Court has previously 
held that such a statute does not con- 
stitute class legislation as to an agents 
right to do business, but the question 
from the company’s standpoint has 
never been decided by, the high tri- 
bunal. 


Soe > 


Minnesota Implement 
News 


“T°HE Minnesota Implement Mu- 
tual Insurance Company, of Owa- 
tonna, Minnesota, entertained at its 
Home Office a group of Minnesota 
Hardware dealers early in June. 
These meetings were held under 
the auspices of the State Hardware 
Dealers’ Association for the purpose 





of promoting better business prac- 
tices. 

C. I. Buxton, President of the Min- 
nesota Implement Mutual Fire In- 
surance Company, addressed the 
group. 

Mr. C. E. Twitchell, Vice Presi- 
dent, addressed the annual conven- 
tion of the Minnesota Firemen’s 
Association recently held in Owa- 
tonna, speaking on fire prevention 
and work of mutual companies in 
aiding fire prevention. Over 1500 
delegates attended. 


The Trust Officers’ Association of 
the State of Minnesota was enter- 
tained at a luncheon at the Home 
Insurance Company, on June 20th. 
The National Implement Mutual In- 
surance Company was also host and 
following the luncheon C. I. Buxton, 
President of both Companies, gave a 
short talk. 

sO 


Merchants Mutual Casu- 


alty of Buffalo Reports 
1930 Progress 


EPORTS reaching us show a 
very healthy increases in busi- 
ness written by the Merchants Mu- 
tual Casualty Company of Buffalo, 
N. Y. for the first quarter of the 
year, and the present indications are 
that a similar showing will be made 
for the second quarter. 


In 1930 the Merchants Mutual was 
one of the two Insurance Companies 
in the country that showed more 
than one million dollar increase as 
compared with 1929. The business 
of this Company has grown steadily 
and healthfully since its organization 
in 1918 and the production for this 
year is very gratifying to the officials 
of the Company in view of the pres- 
ent slowing-up in a great many lines 
of business. 


Home Offices of the Company are 
located in Buffalo, and in Boston a 
New England Department is main 
tained at 188 Oliver Street. 


The Merchants Mutual Casualty 
Company has announced the removal 
of their New York City Claim De- 
partment from 80 John Street to 
larger quarters at 116 John Street. 








Mutuals Who Want Canadian Business 
:xperienced Fire Insurance Company man now open to put a 
good Mutual Fire Insurance Company across Canada. Have splendid 
connection. Shall be pleased to hear from Company interested in build- 
ing premium income. Address Box 101, JOURNAL OF AMERICAN 
INSURANCE, 180 No. Michigan Ave., Chicago, II. | 























- Federal Fire Council 


(Continued from Page 21) 


of employees is 60 cents as compared 
with the nation’s fire loss of over $3 
per capita. 


* INTACTS between those con- 
4 cerned with the care of property 
in the different departments are help- 
ful in introducing the most effective 
methods of prevention and protection. 
In conjunction with the general work 
of the organization, it will aid in se- 
curing the application of scund, con- 
servative principles. The complete 
elimination of possibility of fire is 
generally out of question but a large 
percentage of fires originating from 
poor structural, maintenance and 
housekeeping conditions can be pre- 
vented and the destructiveness of such 
fires as do occur can be greatly re- 
duced by proper recognition of haz- 
ards and application of the most 
effective means of prevention, detec- 
tion and extinquishment. Such good 
fortune as the Government has had 
in avoiding serious fire losses may be 
attributed largely to good construc- 
tion, good housekeeping and a limited 
amount of fire protection equipment 
maintained in good condition. Ex- 
tension and more general application 
of this practice with further elimina- 
tion of unnecessary hazards intro- 
duced by interior finish and equipment 
of buildings should aid in further 
decreasing the fire loss on buildings, 
many of monumental type, on records, 
work of art, and other building con- 
tents that are irreplaceable or of high 
monetary or historic value. 


Insurance Education for 


Public 


66 EK. KUECHLE, manager of the 

claims department of the Em- 
ployers Mutual Liability Insurance 
Company of Wausau, gave an inter- 
esting talk on the various forms of 
insurance policies that are being is- 
sued, and pointed out the way to safe- 
guard the insurance policies that are 
in force and how to buy the right 
kind of insurance. 

Item in The Wisconsin Medical 
Journal concerning a meeting of the 
Brown-Kewaunee County Medical 
Society, at Green Bay, Wisconsin. 
The above report is a sample of the 
kind of talk are being given before 
medical societies throughout the state. 
The primary purpose is to make bet- 
ter insurance men out of doctors thus 
making handling of claims easier be- 
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cause the doctor understands what it 
is all about. 
seem to be reacting in favor of mu- 
tual 
valuable because of the high stand- 
ing of the doctor in his community. 


However these talks also 


insurance which is_ especially 


Oregon Fire Chiefs Meet 


TRESSING the importance of 
organized fire protection as_ the 
best means of reducing the state’s 


great and steadily increasing farm 
and rural fire losses; authorizing the 
Secretary to draft a bill for an act 
to regulate the ‘storage of and dis- 
tribution of liquified gases, gasoline 
and volatile fluids and for regulating 
the 


installation of oil burners and 
storage of fuel oils in the*state and 


the selection of Corvallis as the per- 
manent place of meeting, the Oregon 


Firemen’s Cchool and twelfth annual 


convention of the Oregon Fire Chiefs 


Association closed its four-days ses- 


sion at Corvallis, Saturday, June 6. 


Analysis of the 1930 fire loss sta- 


tistics, quoted by State Fire Marshal 
A. H. Averill in his address before 
the chiefs, showed that the percent- 
age of loss to values involved in farm 


property fires was 57.7 against a loss 
ratio of but. 8.9 per cent for city 
dwelling fires and demonstrated the 
value of fire protection in the com- 
parison. The Association pledged 
support to an intensive general fire 
protection campaign and named a 
committee of three active and experi- 
enced fire chiefs—lLee D. Holden, 
Aloha; W. I*. Vandervelden, lorest 
Grove; and W. I. Tews of Hills- 
boro—to act with representatives 
from the Oregon Insurance rating 
bureau, the State Fire Marshal de- 
partment and the engineering school 
of Oregon State College to adopt a 
minimum standard of fire equipment 
for rural districts. This is necessary 
to qualify properties within legally 
organized rural fire protection dis- 
tricts reduction in insurance 
rates. 


for a 


DDRESSES upon technical sub- 
A jects allied to firemanship were 
given by the faculty of the engineer- 
ing, chemistry, public speaking and 
extension departments of 
State College; a course in First Aid 
was conducted by John G. Schoning 
of the U.S. Bureau of Mines, and in 
Instructor-training by Director ©. D. 
Adams fire chiefs upon organization 
and service and the discussions were 


(Jregon 


general and_ spirited. 
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When Loss Is Sustained 
After Receivership 


N interesting case having to do 

with a loss sustained after an 
insurance company went into the 
hands of a receiver, is now pending 
before the Supreme Court of Arkan- 
On November 24, 1930, Elmo 
EK. Walker was appointed receiver for 
the Home Fire Insurance Company 
of Little Rock, Arkansas by the Chan- 
cery Court at Little Rock. A _ re- 
ceiver was appointed because the 
company was insolvent. The Home 
Fire had operated as a part of the 
Caldwell banking and _ insurance 
Group. Subsequent to the appoint- 
ment of a receiver, a fire loss was 
sustained by L. B. Boykin of Mize, 
Mississippi, who was a policyholder 
in the company. Boykin intervened 
in the receivership action. He was 
awarded $2,000 on his claim by the 
Chancery Court. The receiver has 
appealed this decision on the ground 
that a loss occurring after the appoint- 
ment of a receiver‘is not a valid claim 
against the remaining assets of the 
company. The matter is now pending 
before the supreme court. 


Sas. 


Stock Agents Challenged 
‘to Debate in Rochester 


S an aftermath of the attempt 
A of certain stock fire insurance 
agents in Rochester, New York, to 
wage a campaign of boycott and mis- 
representation against the mutuals the 
stock interests have been challenged 
to a debate by Frank P. Tucker, Sec- 
retary and Manager of the Coopera- 
tive Fire Underwriters Association of 
\lbany. 

The challenge is printed in one of 
the Rochester newspapers and is a 
model announcement of its kind. It 
brings in vigordus language a com- 
plete answer to the charge that mu- 
tual insurance is “cheap insurance” 
and offers to prove beyond every 
doubt that the mutual form of pro- 
tection is absolutely reliable. 

Although the challenge was issued 
in the first week in June there has 
been no offer to take it up, and as the 
matter stands now it seems unlikely 
that the stocks will care to have the 
weakness of their position aired in 
public. 

Meantime there has been a large 
demand for extra copies of the May 
issue of the Journal containing an 
editorial on the stock agents’ boycott 
campaign which was initially launched 
in Rochester. 











32 JouRNAL OF AMERICAN INSURANCE 














Home Office Building 


. . » The Hardware Mutual Casualty Company is licensed in every 
state in the United States, with the exception of Nevada, where 
application for license has not been filed. 
. . . Nation-wide claim service is carried out by 18 branch offices, 
and over 3,000 attorneys and adjusters located in every county and 
in every large city in the United States. 
. » « Over 70,000 policyholders enjoy the advantages of this coast- 
to-coast service. 

HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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Sens of the largest industries in 
the United States entrust their pro- 
tection to Mutual Carriers. The 
managements of these institutions 
have thoroughly investigated the 
advantages of the Mutual Form of 
protection. Big business is satisfied 
that Mutual companies can meet 
every emergency in a satisfactory 
manner. The Federal Mutuals have 


played an important part in serving 
industry during the last 31 years. 
The savings returned to business by 
the FEDERAL have in turn been 
passed on to the consumer. Thus, 
the buyer of commodities though 
he never carries insurance at all re- 
ceives benefits from the Mutual 
Form of protection. “Mutual In- 
surance..a truly American service’. 


Federal Hardware & Implement Mutuals 


Retail Hardware Mutual Hire Ins.Co 
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Hardware Dealers Mutual Fire Ins.Co 
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HE chart above depicts the phenomenal percentage of gain in 
premium income scored by the “L-M-C” in the period 1920-1930, 


as contrasted with the aggregate gains of ten leading stock casualty car- 
riers over the same decade. Official figures as reported by Alfred M. 
Best Company, Inc., are the basis for this comparison. No more striking 
evidence could be presented of the growing preference of insurance 


buyers for the advantages of Protection and Service with Savings as 


offered by the “L-M-C.” 


LUMBERMENS MUTUAL CASUALTY COMPANY 


James S. Kemper, President 


Mutual Insurance Building, Chicago, U.S. A. 





Associate Company under “‘L-M-C”’? Management 


AMERICAN MOTORISTS INSURANCE COMPANY 





